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PURPOSES  OF  THE  U.  S.  DEPARTIvffiNT  OF  AGRICULTURE 


There  are  three  fields  of  endeavor  in  which  every  red-blooded  American 

/X^  ■  '  ■  ^  CkcKi,  I  \ (\  - 

'  excels  --  at  least  to  his  own  satisfaction. 

Each  of  us  recognizes  himself  as  an  authority  in  these  departments; 
Quarterbacking  a  football  team..,. 

Raising  other  peoples’  children . and 

Solving  the  farm  problem. 

We  all  have  winning  records  as  quarterbacks  —  primarily  because  we 
take  charge  on  Monday  of  games  that  were  actually  played  Saturday  and  Sunday. 

And,  after  periodically  viewing  with  alarm  the  children  growing  up 
around  us,  we  always  wind  up  pointing  with  pride  to  the  finished  product. 

Solving  the  farm  problem  is  different.  In  that  field,  we  still  liave 
more  losers  than  we  do  winners. 

Most  people  have  sense  enough  to  talk  about  how  they  would  solve  the 
farm  problem  and  let  it  go  at  that.  Some  of  us,  unfortunately,  are  not  that 
smart.  I'm  afraid  this  is  what  happened  to  me.  I  talked  too  much  and  actually 
ended  up  right  in  the  middle  of  this  thing. 

As  you  may  know,  I'm  not  an  agriculturalist  by  training,  but  a  lawyer. 
So,  when  I  got  to  the  Department  of  Agriculture,  I  was  exploring  some  new 
groxind. 


Let  me  hasten  to  tell  you  I  have  found  it  very  exciting.  We  haven't 
solved  the  farm  problem  yet,  but  we  are  working  at  it.  And  we  do  expect  net 
farm  income  this  year  to  be  about  $1  billion  higher  than  it  was  last  year,  and 
we  are  very  proud  of  that. 

Address  of  Charles  S.  "Murphy,  Under  Secretary,  U.  S.  Department  of  Agriculture, 
before  the  24th  annual  summer  meeting  of  the  North  Carolina  Feeder  Manufacturers 
Association,  Cavalier  Hotel,  Virginia  Beach,  Va.,  11  a.m.  August  2^,  I96I. _ 
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!Eie  thing  that  has  suirprised  me  most  about  the  Department  of  Agriculture 
is  the  tremendous  scope  and  variety  of  its  work.  It  extends  far  beyond  the 
farm  problem;)  and  it  extends  far  beyond  farmers.  Ibis  Department  of  Government 
is  doing  some  things  that  are  of  utmost  innportance  to  every  American.  We  have 
our  hands  full,  and  we  need  all  the  help  we  can  get.  We  would  like  to  have 
your  help  and  your  understanding.  To  that  end,  I  would  like  to  tell  you  what 
it  is  —  as  I  see  it  --  that  we  are  trying  to  do. 

I  would  say  that  the  Department  of  Agriculture  has  seven  main  functions; 

1 .  To  help  provide  food  and  fiber  for  the  American  people . 

2.  To  strengthen  the  national  defense. 

3.  To  help  achieve  world  peace. 

4.  To  conserve  and  develop  natural  resources. 

5.  To  strengthen  the  national  economy. 

6 .  To  serve  people  in  rural  areas . 

7.  To  help  increase  farm  income. 

I  would  like  to  say  a  few  words  about  each  of  the  first  six  and 
something  more  about  the  seventh. 

1 .  To  help  provide  food  and  fiber  for  the  American  people .  Everyone 
recognizes  that  this  is  a  prime  function  of  American  agriculture.  Few  people 
realize  how  magnificently  American  agriculture  is  performing  this  function. 

American  families  buy  more  food,  of  better  quality  and  wider  variety, 
than  any  other  families  in  the  world  —  and  do  it  at  less  cost  in  hours  of 
work  than  any  other  families  in  the  world. 

l^more  ; 
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We  spend  only  20^  of  our  take-home  pay  for  food.  The  Russians  have 
to  spend  over  50?^  of  their  income  for  food,  and  in  France  and  England  it 
is  abcrut  30^* 

Moreover,  ve  are  getting  more  food  for  less  work  than  ever  before  in 
history.  Wages  from  an  hour  of  factory  work  buy  83^0  more  round  steak,  126^ 
more  milk,  138^  more  oranges,  or  169?^  more  bacon  than  in  1929* 

The  result  is  that  our  people  are  not  only  getting  their  food  for  a 
smaller  share  of  their  income,  they  are  also  getting  better  food.  In  fact, 
if  the  average  family  today  had  the  same  kind  of  diet  it  had  in  the  1930* s, 
its  food  bill  would  be  one-fourth  less  than  it  is  now. 

The  main  credit  for  providing  for  the  American  people  so  abundantly 
belongs  to  the  farmer.  But  there  are  many  others  who  should  share  in  it. 

The  industry  represented  by  leaders  in  this  room  has  made  a  major 
contribution.  Processed  feeds  have  enabled  the  farmer  to  get  more  milk 
from  fewer  cows,  and  have  substantially  cut  the  feeding  time  and  labor  that 
has  been  associated  with  poultry,  hogs,  and  beef  cattle.  You  have  given  the 
farmer  the  benefits  of  research  in  usable  form. 

I  am  proud  to  say  that  I  thinlt  the  U.  S.  Department  of  Agriculture 
is  also  entitled  to  a  substantial  share  of  the  credit.  Through  its  research 
and  other  aids  to  Increased  farm  efficiency,  it  has  made  possible  enormous 
cost  savings.  Without  the  benefits  of  this  research,  it  would  cost  many 
millions  of  dollars  more  to  produce  today's  output  of  American  farms.  And 
it  is  perfectly  plain  that  most  of  the  benefits  of  the  cost  savings  are 
being  passed  along  to  the  consumer  —  because  the  farmer  certainly  has  not 
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been  pocketing  the  money.  Farm  income  was  much  lower  last  year  than  it  was 
10  years  ago. 

There  is  another  way  in  which  the  Department  of  Agriculture  contrib¬ 
utes  directly  in  providing  food  for  the  American  people- -through  its  food 
distribution  programs. 

During  the  year  which  began  July  1,  approximately  $265  million  will 
be  invested  in  healthier  children  through  the  School  Lunch  and  Special  Milk 
Programs . 

Another  $375  million  will  go  to  provide  food  for  those  suffering, 
through  no  fault  of  their  own,  reverses  associated  with  illness,  unemploy¬ 
ment,  old  age  and  natural  disasters ... -and  to  residents  of  tax- supported 
institutions.  IlLllions  of  our  fellow  citizens  benefit  from  this  distribution. 

The  Department  of  Agriculture  also  has  in  operation  eight  Pilot  Food 
Stamp  Programs,  designed  to  lay  the  groundwork  for  Increased  efficiency  in 
distribution  of  foods  to  the  underprivileged  through  maximum  use  of 
commercial  sales  channels.  Preliminary  reports  on  these  operations  are  most 
encouraging. 

Truly,  I  think  we  can  say  that  helping  to  feed  the  American  people  is 
one  of  our  major  purposes. 

2.  A  second  major  purpose  of  the  Department  of  Agriculture  is  to 

strengthen  the  national  defense.  All  of  us  know  that  if  a  country  gets  into 

war,  food  is  just  as  important  as  gxms.  We  have  to  have  it.  An  army  still 

travels  on  its  stomach.  And  a  civilian  population  lives  the  same  way.  The 

ability  of  American  agriculture  to  produce,  plus  the  stockpiles  we  have  on 

hand,  is  one  of  our  greatest  defense  assets.  But  more  than  that  --  even  more 

important  --  is  the  fact  that  the  efficiency  of  American  agriculture  has  made 

possible  our  total  economic  advantage  over  Russia. 

(more ) 
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Because  farmers  have  found  new  and  better  ways  of  doing  things  and  have 
sharply  increased  output  per  man,  it  lias  been  possible  for  many  years  to  channel 
a  steadily -growing  volume  of  high-quality  human  resources  from  the  land  into 
industry,  business  and  the  professional  and  personal  services. 

One  American  farm  worker  feeds  26  people.  One  Russian  farm  worker  feeds 
five.  In  food  production,  one  American  farm  worker  equals  five  Russians. 

More  tlian  kOPjo  of  the  total  labor  force  of  the  Soviet  Union  works  in 
agriculture  and  forestry.  In  this  country  it  is  only  about  lO^o.  If  our  farmers 
were  no  more  efficient  than  those  of  the  Soviet  Union,  between  20  and  25  million 
Americans  who  are  now  in  manufacturing,  construction,  mining,  the  trades,  trans¬ 
portation  and  other  non-farm  business  would  have  to  be  on  the  land  and  in  the 
forest  —  or  we  would  not  be  so  well  fed  and  clothed  and  housed. 

The  industrial  gi'owth  of  a  country  is  limited  by  the  number  of  workers  it 
must  leave  on  the  land  in  order  to  feed  its  total  population.  Efficiency  in 
agriculture  is  the  fundamental  basis  for  the  mighty  industrial  strength  of  the 
United  States. 

This  is  our  great  advantage  over  the  Communists.  Anyone  who  thinks  it 
tough  to  compete  with  the  Communists  nov/  could  really  get  worked  up  contemplating 
the  picture  if  the  Russians  and  Chinese  could  move  three  of  every  four  people 
now  on  farms  into  other  productive  endeavors. 

That's  why,  when  Nikita Khruhhche.v toured  our  country  a  few  years  ago,  he 
was  far  more  interested  in  our  farms  and  farmers  than  in  missiles  and  missilemen. 

It  is  also  the  reason  that  this  country  may  get  more  national  defense 
value--dollar  for  dollar--ln  money  spent  for  agricultural  research  than  in  money 
spent  for  military  research. 


(more) 
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3.  To  help  achieve  world  peace.  Perhaps  no  procrara  has  captured  the 
imagination  of  our  own  people. ♦. .and  the  hopes  of  people  in  underdeveloped 
countries  abroad... to  a  greater  degree  than  the  Food  for  Peace  Program, 

Through  gifts,  sales  and  through  barter  agreements  we  are  moving  a  substan¬ 
tial  share  of  oxxr  abundance  into  areas  of  great  need.  Approximately  $2  billion 
a  year  is  invested  in  Food  for  Peace  by  the  Department  of  Agriculture. 

We  cannot,  of  course,  fill  the  world  food  gap  alone.  And  we  are  using 
food  to  help  underdeveloped  nations  help  themselves.  Irrigation,  roads  and 
power  are  all  factors  in  food  production,  and  our  Food  for  Peace  shipnents  in 
many  instances  help  to  pay  workers  engaged  in  those  construction  projects. 

We  have  reappraised,  I  believe  constructively,  the  barter  phase  of  Food 
for  Peace  and  are  e:3^1oring  the  expanded  use  of  long-term  credit.  At  the  seme 
time,  we  are  increasing  the  dollar  markets  for  American  foods  abroad. 

The  Food -for -Peace  money  is  well -spent --perhaps  as  well  spent  as  any  out¬ 
lays  of  the  U.  S.  Government --but  don’t  let  anyone  be  under  the  misapprehension 
that  it  is  spent  just  for  the  benefit  of  farmers  and  foreigners.  Peace  is 
indivisible.  It  is  worth  just  as  much  money  to  the  city  dweller  as  the  farmer, 
and  is  just  as  valuable  in  North  Carolina  as  in  India. 

4.  To  conserve  erd  develop  natural  resources.  All  of  us  know  that  we 
are  completely  dependent  upon  our  resources  of  land  and  water  for  our  continued 
existence.  We  have  a  vital  interest  as  Individuals  and  as  a  nation  in  saving 
and  improving  these  resources,  whether  they  are  publicly  or  privately  owned. 

(more) 
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The  responsibility  of  the  Department  of  Agriculture  for  the  conservation 
and  development  of  our  nation's  total  land  and  vater  resources  is  very  heavy. 
First,  it  has  complete  custodial  responsibility  for  l86  million  acres  of  national 
forests  and  national  grass  lands.  In  addition,  it  has  functional  responsibilities 
for  land  and  vater  development  on  private  lands  throughout  the  fifty  states. 

Tliree- fourths  of  the  nation's  land  area  is  in  private  ownership.  Sixty 
per  cent  of  the  nation's  land  is  in  farms  and  ranches.  Most  of  o\ir  vater  falls 
on  farm,  ranch,  and  forest  land.  Hov  farmers,  ranchers,  and  woodland  owners 
deal  with  that  vast  land  surface,  threrefore,  determines  in  large  measure  the 
quality  and  quantity  of  water  that  will  be  available  for  cities  and  industry  as 
well  as  agriculture . 

So,  when  we  work  with  farmers  on  soil  and  water  conservation  practices, 
when  we  develop  watershed  projects,  and  when  we  improve  forestry  practices  on 
public  and  private  lands,  we  believe  that  we  are  serving  the  highest  and  best 
interests  of  all  the  people. 

5.  Strengthens  the  national  economy.  Although  the  USDA  owes  a  primary 
responsibility  to  the  farmer,  we  recognize  our  obligations  toward  all  elements 
of  the  national  economy.  This  is  especially  true  in  the  case  of  industries 
related  to  agriculture — the  manufacturers,  processors,  shippers  and  merchants 
who  supply  the  needs  of  farmers--and  those  who  process  and  market  farm  products. 

Tliere  are  seven  million  Americans  engaged  in  growing  food  and  fiber.  There 
are  more  than  twice  that  many--l6  million- -workers  in  fields  with  total  or  partial 
ties  to  agriculture.  Ihese  are  the  people  who  supply  farmers — who  make,  ship, 
and  sell  tractors,  combines,  milking  machines,  feeds,  chemicals,  fertilizers, 
fencing  and  building  materials ... .who  generate  and  transmit  electricity ... .refine 
petroleum  and  make  tires . 

(more ) 
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These  are  the  people  who  transport,  store,  process  and  market  farm  products 
.  .  .-vdio  mill,  hake,  can,  dehydrate,  concentrate  and  freeze  foods.  They  work  in 
meat  and  poultry  packing  houses,  and  are  in  the  cotton  and  woolen  mills  and  in  the 
sewing  rooms.  They  put  food  and  clothing  aboard  railroad  cars,  trucks  and  ships.  .  . 
and  unload  them.  They  warehouse  these  products,  and  sell  them. 

For  l6  million  Americans  who  are  not  on  the  land,  agriculture  is  all  or  a 
substantial  part  of  payday. 

These  agriculture-related  industries  and  businesses  are  a  major  part  of  the 
American  economy.  They  are  dependent  upon  agriculture,  and  upon  one  another,  for 
their  well-being.  The  entire  nation  is  dependent  upon  all  of  them  for  prosperity. 

The  Department  of  Agriculture  has  extensive  dealings  with  many  of  these 
industries.  We  usually  rank  third  among  railroad  customers.  During  the  last 
fiscal  year  our  jayments  to  warehousemen  and  grain  elevator  operators  totaled 
approximately  $426  million,  and  another  $163  million  went  to  cover  transportation 
expenses . 

Furthermore,  we  recognize  that  the  administration  of  many  of  our  programs  — 
notably  in  the  regulatory  field  and  the  price  support  field  —  have  a  direct  and 
substantial  effect  on  business  enteiprises.  We  want  these  enterprises  to  thrive 
and  prosper.  We  want  to  be  scrupulously  fair  to  them  --  we  want  to  help  them  every 
way  we  properly  can  —  recognizing  that  we  have  a  primary  responsibility  to  the 
farmer  himself, 

6.  To  serve  people  in  rural  areas.  Everyone  is  accustomed  to  thinking  of 
what  the  Department  of  Agriculture  does  for  farmers.  Few  people  think  much  of 
what  we  do  for  rural  people  who  are  not  farmers. 

Today,  only  about  one-third  of  the  people  in  rural  areas  live  on  farms.  The 
other  two-thirds  are  non-farm  people.  Several  of  the  Department’s  major  programs 
serve  these  non-farm  people  Just  as  they  do  farmers.  Notable  examples  are  the 

rural  electrification  program,  the  rural  telephone  program  and  the  rural  housing 

USDA  2733-61 


program. 


-  9  - 


We  all  know  that  more  than  90^  of  the  nation's  farms  are  now  electrified  - 
thanks  to  REA.  But  we  should  also  remember  that  REA  brings  electricity  to  non¬ 
farm  families  as  well  -  and  ir  is  just  as  great  a  blessing  to  them  as  it  is  to 
farmers . 

In  the  housing  field  we  are  now  in  a  position  to  expand  our  services  to  non¬ 
farm  families.  The  rural  housing  provisions  of  the  new  housing  act  passed  by 
Congress  this  year  provide  funds  and  authority  for  housing  loans  to  non-farm  as 
well  as  farm  families. 

Another  of  the  programs  on  which  we  are  working  very  hard  now  is  Rural  Areas 
Development,  Working  with  State  and  local  groups  throughout  the  country,  we  are 
going  to  do  aJ.1  we  can  to  create  new  jobs  --  develop  new  industries  --  bring  new 
prosperity  to  mral  communities.  This  program  is  meeting  with  enthusiastic  response 
all  over  the  nation.  We  have  great  hopes  for  it.  To  the  extent  that  it  is  suc¬ 
cessful,  it  will,  of  course,  create  new  jobs  for  non-farm  people  as  well  as  those 
who  live  on  farms. 

7.  To  help  increase  farm  income.  Now  we  come  to  the  farm  problem. 

The  heart  of  the  problem  is  the  paradoxical  fact  that  the  more  the  farmer 
produces  the  less  money  he  makes.  The  more  efficient  he  becomes  —  the  poorer 
he  gets. 

The  fastest  technological  advance  in  the  United  States  has  taken  place  in 
agriculture,  not  industry.  With  about  the  same  total  quantity  of  resources, 
agriculture  produced  about  one  and  one -half  times  as  much  food  and  fiber  in  1959 
as  in  1940.  Throughout  the  1947-57  period,  gain  in  output  per  man  in  farming 
averaged  6.2^  per  year,  as  compared  with  3 ‘7^1^  in  manufacturing  and  only  2.3^  in  all 
non-farm  industries. 

But  here  is  the  other  side  of  the  coin. 
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Prices  the  farmer  receives  for  his  crops  and  livestock  have  dropped  12^ 
since  the  1947-49  pericwi.  New  Jersey  egg  producers  saw  their  net  income  drop  68^ 
while  they  were  raising  net  production  per  farm  54^.  When  Eastern  Wisconsin  dairy 
farmers  succeeded  in  raising  production  per  farm  42^,  they  earned  2^  less.  Pro¬ 
ducers  of  wheat,  small  grains  and  livestock  in  the  Northern  Plains  stepped  up 
production  per  farm  l6^,  and  their  net  income  slipped  28^.  Hog  and  heef  fattening 
fanners  in  the  Com  Belt  raised  production  per  farm  36^,  while  their  income  dropped 

28^. 

Fortunately,  producers  of  some  of  the  major  crops  in  the  Southeast  have 
done  better.  Tobacco  producers  have  fared  reasonably  well.  The  mason  for  this, 
of  course,  is  the  tobacco  allotment  and  price  support  program  which  has  brought 
some  stability  and  order  to  the  market. 

There  is  some  mystery  about  why  this  program  was  allowed  to  remain  relatively 
intact  during  the  past  eight  years  —  when  so  many  other  farm  programs  were  being 
tom  down.  But  whatever  the  reason,  we  are  glad  it  was  saved. 

The  cotton,  peanut,  and  rice  programs  were  also  saved  in  varying  degrees  -- 
and  they  have  helped  a  lot  in  the  lean  years  the  farmer  has  been  passing  throu^. 

The  time  has  come  now  to  restore  and  rebuild.  Tliis  will  be  a  long,  slow 
and  difficult  task,  but  we  know  we  can  do  bettei’;  and  we  thinl:  that  substantial 
progress  has  been  made  already  in  these  past  seven  months . 

We  are  fortunate  in  the  leadership  and  support  we  are  getting  from 
President  Kennedy.  We  are  most  fortunate  to  have  Orville  Freeman  as  Secretary 
of  Agriculture.  He  is  a  man  of  great  energy  and  ability,  and  he  is  devoting 
all  his  talents  to  ;  his  work.  He  is  an  eloquent  spokesman  and  a  true 
champion  of  Americn  agriculture. 
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Basically,  our  objectives  in  Improvingilirm  income  must  be  balanced 
programs  of  production  and  marketing.  Many  of  the  techniques  ve  have  learned 
from  successful  programs  already  in  effect  can  be  adapted  for  other  commodities. 
Since  each  commodity  has  its  own  special  problems,  its  program  needs  will  be 
different  from  others.  Above  all,  any  program  to  be  gucceesfuj  muBt  have 
producer  support  and  participation. 

With  all  of  us  working  together,  we  think  we  can  do  a  great  deal. 

We  liave  a  long  way  to  go.  Ve  thinlc  we  can  do  it. 

We  appreciate  your  interest  and  ask  for  your  vmder standing  and  coopera¬ 
tion  --  not  only  for  farmers,  but  for  a  better  America  and  a  better  world. 
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Washington,  November  9i  196l 


STATEMENT  ON  FEED  GRAIN  PROGRAM  BY  CHARLES  S.  MURPHY,  ACTING  SECRETARY 
OF  AGRICULTURE 

In  the  last  several  weelzs,  the  public  has  been  exposed  to  a  continuous 
stream  of  misinformation  and  misinterpretation  regarding  the  farm  policies 
and  programs  of  this  Administration, 


The  result  has  been  to  give  wide  currency  to  distortions  so  completely 
at  variance  with  the  facts  that  this  Department ,  as  the  agency  responsible 
for  administration  of  the  programs  in  question,  is  impelled  to  set  the 
record  straight.  That  is  the  pvirpose  of  this  statement. 

Much  of  tlie  current  misinformation  appears  to  emanate  from  sources  intent 
upon  discrediting  present  policies  in  favor  of  others  of  their  own  devising, 
which  have  already  faiJLed, 

In  the  main,  it  relates  to  the  effectiveness  and  the  cost  of  the 
emergency  feed  grain  program  adopted  by  Congress  and  initiated  by  the 
Department  in  March  I96I,  This  program  was  not  created  in  a  historical 
vacuum.  It  was  created  to  deal  with  tlie  serious  emergency  then  confronting 
American  agriculture  as  a  consequence  of  tlie  fame  policies  and  programs  of 
the  preceding  eight  years.  Its  success  must  therefore  be  measured  by  its 
effect  in  reversing  the  disastrous  down-trend  of  farm  income,  steadily 
increasing  production,  and  the  continuous  build-up  of  Government- owned 
surpluses  of  feed  grains  which  were  the  principal  results  of  the  Benson  agri¬ 
cultural  policies. 


In  his  testimony  before  the  House  Committee  on  Agriculture  on  Feb,  21, 
1961,  Secretary  of  Agriculture  Orville  L.  Freeman  set  forth  the  puiposes  of  the 


feed  grain  program  as  follows: 
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"First,  it  will  assiire  increased  income  for  participating  farmers  in 
the  important  feed  grain  sector  of  our  agricultiiral  economy. 

"Second,  it  will  assure  the  consumer  of  fair  and  stable  prices  for  me«t^ 
po\iltry,  and  dairy  products. 

"Third,  it  will  cost  the  taxpayer  some  $500  million  less  than  the 
present  program. 

"And  fourth,  it  will  reduce  the  Government's  holdings  of  feed  grains." 

The  program  has  met  all  of  these  objectives. 

1.  Increased  income  for  participating  farmers.  Net  farm  income  is  up 

9  percent  —  partly  because  of  the  feed  grain  program.  Farm  income  prospects 
for  next  year  are  equally  good  —  also  partly  as  a  result  of  the  feed  grain 
program.  Not  only  farmers,  but  rural  communities,  processors,  and  others 
who  sell  to  farmers,  benefit  from  Improved  farm  incomes. 

2.  Fair  and  stable  prices  for  consumers  for  meat,  poultiy,  and  dairy 
products .  Retail  prices  for  meat,  poultry,  and  dairy  products  have  remained 
fairly  steady  and  have  actually  shown  a  modest  decline  during  the  period  of 
the  program. 

3.  Lower  cost  to  taxpayer.  Without  the  emergency  feed  grain  program, 
the  i960  Benson  program  would  automatically  have  applied  to  this  year's 
bumper  crop.  Under  that  program  the  Department  was  required  to  support  the 
price  of  feed  grains  to  all  producers  without  any  limitation  on  production. 
Government  outlays  under  the  emergency  feed  grain  program  will  be  about  $500 
million  less  than  the  costs  which  the  Government  would  have  incurred  had  the 
i960  Benson  program  continued  in  effect. 
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4.  Reduced  Government  grain  stocks.  Despite  the  record  yields  in 
1961,  the  total  carryover  of  feed  grains  will  be  reduced  by  about  200  million 
bushels  —  the  first  reduction  in  surplus  feed  grain  stocks  since  1952. 
Continuation  of  the  Benson  program  would  have  made  total  stocks  of  feed 
grains  next  year  about  three  quarters  of  a  billion  bushels  greater  than  now 
expected  on  Oct.  1,  1962. 

FARM  INCOME 

Net  farm  Income 'in  I96I  is  estimated  to  be  up  by  $1  billion  --  or  9 
percent  above  i960.  A  substantial  part  of  this  increase  is  a  resiilt  of  the 
feed  grain  program. 

The  value  of  the  I96O  corn  and  grain  sorghum  crop  was  $4.4  billion. 

The  value  of  the  I961  crop,  together  with  payments  for  acreage  reductions, 
is  estimated  at  $5  billion. 

Only  a  small  part  of  the  feed  grain  crop  in  any  year  is  sold  for  cash. 
Also,  corn  and  sorghums  are  harvested  late  in  the  year,  so  that  the  income 
effects  of  the  196I  crop  will  be  felt  partly  in  I962. 

STABLE  FOOD  PRICES 

The  1961  emergency  feed  grain  program  has  not  increased  the  price  of 
food  to  consumers.  In  fact,  over  the  January -September  period,  the  retail 
price  of  meat  declined  about  1  percent;  the  retail  price  of  poxiltry  declined 
over  10  percent;  the  retail  price  of  dairy  products  held  almost  constant. 
These  are  the  principal  food  products  affected  by  the  feed  grain  program. 
Clearly  the  consumer  has  been  protected  under  this  program. 
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GOVERMNT  COST  SAVINGS 

If  there  had  been  no  emergency  feed,  grain  program  in  I961,  production 
of  corn  and  grain  sorghum  this  year  would  have  totaled  about  4,850  million 
bushels  more  than  80O  million  bushels  greater  than  is  estimated  in  the 
November  Crop  Report.  Without  the  emergency  program,  CCC  stocks  of  feed 
grains  would  have  increased  by  490  million  bushels.  Under  this  year's 
program,  CCC  stocks  will  be  reduced  by  280  million  bushels.  Thus,  CCC 
holdings  Oct.  1,  I962,  are  estimated  to  be  770  million  bushels  less  than 
they  would  have  been  under  the  old  program. 

If  the  770  million  bushels  of  grain  were  acquired  by  the  CCC  at 
support  prices  under  the  old  program,  the  acquisition  cost  would  have  been 
about  $770  million.  Also,  CCC  would  have  to  pay  carrying  charges  (storage, 
handling,  transportation,  and  interest)  amounting  to  $972  million  over  the 
10  year  period  it  would  have  to  hold  these  stocks  in  inventory  before  their 
ultimate  disposition.  The  total  of  these  expenditures  would  have  been 
$1,742  million. 

If  the  Government  were  fortunate  enough  to  recapture  half  the 
acquisition  cost  of  these  grains  upon  their  ultimate  disposition,  the 
costs  of  the  old  program  would  have  been  reduced  by  $385  million  -  to 
a  net  total  of  $1,357  million. 
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These  costs  will  not  be  incurred  under  the  emergency  feed  grain 
program  for  I96I.  However,  they  are  partially  offset  by  payments  of  about 
$768  million  to  producers  who  diverted  corn  or  grain  sorghum  acreage  to  con 
servation  uses.  Thus,  as  the  Secretary  said  in  February,  the  estimated 
reduction  in  Government  cost  by  reason  of  the  I961  feed  grain  program  is 
in  excess  of  $900  million. 

REDUCTION  OF  SURPLUS  STOCKS 

Stocks  of  feed  grain  increased  on  the  average  7  million  tons  per 
year  over  the  period  1952-60,  with  the  total  carry-over  increasing  from 
27  million  tons  in  1952  to  84.4  million  tons  in  i960. 


Feed  Grain 


Change  in  Carry-over 

Year  carry-over  at  end 

_  stocks _  _ 

-  -  Million  tons  -  - 


1952 

/ 

6.9 

27.0 

1953 

/ 

4.7 

31.7 

1954 

/ 

7.4 

39.1 

1955 

/ 

4.2 

43.3 

1956 

/ 

5.6 

48.9 

1957 

/ 

10.2 

59.1 

1958 

/ 

8.6 

67.7 

1959 

/ 

6.9 

74.6 

i960 

/ 

9.8 

84.4 

1961 

5.4 

79.0 

In  1961,  under  the  emergency  feed  grain  program,  stocks  will  decline 
for  the  first  time  in  ten  years,  with  the  expected  total  carry-over  down 
from  84.4  million  tons  to  79*0  million  tons. 

This  is  an  historic  event;  surplus  stocks  of  feed  grains  are  actually 


bein.g  reduced  as  Secretary  Freeman  predicted  in  February. 
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With  this  reduction  and  vith  further  reductions  in  grain  cai'ryovers 
that  may  he  anticipated  under  Administration  prograjns,  the  cost  of  carrying 
suiTplus  stocks  will  he  reduced  progressively  in  succeeding  years.  This  is 
in  direct  contrast  to  the  record  of  the  past  eight  years. 


CORN  AND  GRAIN  SORGIEJES 

CCC  Carrying  Charges 

CCC  Holdings 

(storage,  handling 

at  End  of 

Year 

Transportation  and  Interest 

Marketing  Year 

during  fiscal  year 

(Millions ) 

(Millions  of  bushels) 

1952 

$  38 

236 

1953 

55 

374 

1954 

ll4 

690 

1955 

150 

824 

1956 

208 

949 

1957 

285 

1,372 

1958 

376 

1,675 

1959 

392 

1,871 

i960 

396 

2,044 

1961 

500 

1,767 

In  other  words,  we  are  now  paying  at  a  rate  of  $500  million  a  yeai’  for 
the  mistakes  of  the  past  eight  years  on  com  and  grain  sorghvims  alone. 

SOYBEANS 


Recent  published  reports  have  expressed  concern  about  the  record- 
hreal:ing  soybean  crop  this  year.  This  concern  is  not  shared  by  the  Depart¬ 
ment  of  Agriculture, 

A  most  significant  fact  about  this  year's  crop  of  soybeans  that  is  not 
usually  mentioned  by  the  self-proclaimed  friends  of  the  farmer  who  say 
"soybeans  are  in  trouble"  is  the  fact  that  the  growers'  gross  income  from 
the  1961  crop  of  soybeans  will  be  about  $400  million  higher  than  for  last 
year's  crop,  A  larger  acreage,  higher  yields,  and  better  prices  all 


contribute  to  this  result 
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Tlie  anticipated  carry-over  of  soyteans  is  desirable,  particularly  from 
the  standpoint  of  national  security  in  these  uncertain  times,  and  as  a  means 
of  stabilizing  prices.  It  has  been  agreed  for  many  years  that  relatively 
large  stocks  of  wheat  and  feed  grains  are  essential  to  price  stability  and 
national  security.  Stocks  of  soybeai'^s  near  ne^rb  year's  expected  level  -- 
only  about  a  one  month  supply  --  are  equally  essential.  Soybean  oil  is 
needed  also  in  the  Food  for  Peace  program  which  has  e>q)anded  in  I96I,  and 
which  will  be  equally  important  in  I962, 
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Statement  Submitted  by- 

Charles  Murphy,  Under  Secretary  of  Agriculture 
to  the  Subcommittee  on  Foreign  Economic  Policy  of 
the  Joint  Economic  Committee  of  the 
Congress  of  the  United  S-tates 


December  l4,  196I 


American  farmers  stand  out  In  the  world  for  their  success  in  applying  modern 
technology  to  the  production  of  food  and  fiber.  As  a  result,  American  consumers  are 
being  supplied  with  a  great  -variety  and  abundance  of  agricultural  products  at  bargain 
prices.  I  purposefully  use  the  term  "bargain  prices"  because  nowhere  else  in  the  wor’ 
will  one  hour  of  labor  buy  as  much  at  the  grocery  store  as  it  does  here  in  the  United 
S-tates . 

We  -take  great  pride  in  our  efficient  agriculture,  but  also  we  recognize  that  our 
agriculture  will  advance  not  alone  but  as  an  integral  part  of  our  advancing  nation. 

In  considering  proposals  for  a  new  foreign  trade  policy,  we  cannot  dissociate  agri¬ 
culture  from  the  other  important  segments  of  our  nation,  including  industry  and  labor. 

The  first  consideration  must  be  a  foreign  trade  policy  that  benefits  as  a  group 
the  185  million  people  who  make  up  our  nation. 

Then,  as  a  second  consideration,  there  must  be  room  within  that  policy  to  accom¬ 
modate  the  special  problems  and  requirements  of  agriculture,  of  industry,  of  labor. 

Our  trade  program  as  it  has  existed  since  1934  has  supported  the  highest  levels 
of  exports,  both  agricultural  and  industrial,  in  our  nation's  history.  But  now  there 
is  need  for  a  change.  This  should  not  come  as  a  shock  to  anyone  associated  with  ag¬ 
riculture.  The  history  of  American  agriculture  has  been  one  of  constant  change,  in 
our  production  and  in  our  marketing.  There  are  few  American  farmers  who  are  doing 
things  now  the  same  way  they  did  them  ten  years  ago.  The  same  is  true  of  those  who 
process  and  distribute  farm  products.  We  live  in  a  world  of  change,  and  I  believe 
that  our  agricultural  economy,  by  and  large,  is  prepared  to  support  and  participate 
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In  change,  provided  that  valid  reasons  exist  for  such  change* 

Today,  not  only  valid  hut  urgent  reasons  exist  for  making  major  changes  In  our 
foreign  trade  policy*  When  our  existing  trade  agreements  legislation  was  established 
In  193^4  It  gave  us  a  useful  new  Implement  for  gaining  better  access  to  foreign  market 
But  Implements  become  outmoded*  What  we  urgently  need  now  is  a  new  Implement,  deslgne 
to  be  as  effective  as  the  old  has  been,  but  fashlon^ad  to  meet 'new  conditions* 

The  most  Immediate  reason  for  recasting  our  trade  policy  Is  the  emergence  of  the 
powerful  new  European  Economic  Community— the  Camson  Market*  Hie  six  EEC  countries 
comprise  the  fastest-growing  economic  area  In  the  world*  Some  of  the  seven  countries 
comprising  the  European  Free  Trade  Association  are  asking  either  to  Join  or  to  affil¬ 
iate— and  this  eventually  could  lead  to  developnent  of  the  wealthiest  trading  area  In 
the  world*  In  Its  Internal  trade  relations.  Western  Europe  Is  well  on  the  way  to  be¬ 
coming  a  United  States  of  Europe,  one  that  presents  a  solid  economic  front  to  the  resj 
of  the  world,  one  that  must  be  dealt  with  as  a  single  bloc* 

As  a  nation,  we  must  be  able  to  live  with  and  to  trade  with  this  new  Europe*  If 
we  fall  to  do  so,  we  will  not  only  hurt  ourselves  econcmilcally,  but  also  we  will  lend 
strength  to  the  divisive  forces  that  exist  In  the  world  today*  With  well  over  half 
of  our  national  budget  going  for  defense  of  our  way  of  life.  It  Is  of  paramount  ne- 

i  -  ‘f 

cesslty  that  the  United  States  eund  the  new  Europe  stand  strongly  together,  not  only 
muthrlly  but  eccn^omlcally* 

The  United  States,  with  our  existing  trade  program.  Is  not  set  up  to  work  effec¬ 
tively  with  the  European  Cosmon  Market*  This  Is  serious*  As  the  Presld^t  has  said 
of  the  Common  Market,  "It  could  be— It  should  be— our  biggest,  our  most  reliable,  our 
most  profitable  customer*" 

The  Item-by-ltem  approach  that  we  currently  employ  In  negotiating  tariffs  under 

t 

the  Reciprocal  Trade  Agreements  Act  Is  outmoded  Insofar  as  we  deal  with  the  European  ^ 
Ccasnon  Market.  The  Common  Market  Is  so  constituted  that  Its  administrators  are  able 
to  negotiate  effectively  only  on  the  basis  of  across-the-board  taxrlff  cuts*  We  must 
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be  able  to  deal  with  the  Common  iviarket.  Our  Administration  mvist  have  the  kind  of  Im¬ 
plement  that  enables  It  to  negotiate  flexibly  and  effectively.  It  does  not  have  such 
authority  In  the  existing  Act,  A  new  Act  has  become  a  necessity. 

We  In  agriculture  are  partlcvilarly  aware  of  the  need  to  deal  effectively  with 
the  Common  Market.  We  have  much  at  stake.  In  i960,  American  agricultural  exports 
to  the  Common  Market  had  a  value  of  $1,1  billion.  The  Common  Market  eventually  could 
Include  countries  which  now  are  aggregate  customers  for  well  over  $2  billion  of  our 
farm  products. 

We  are  also  aware  of  the  Common  Market  because  we  have  some  particular  problems 
In  dealing  with  It,  In  giving  support  to  a  new  trade  program,  I  do  not  want  to  leave 
any  Impression  that  a  new  program  will  Immediately  solve  all  such  problems.  But  I 
do  believe  that  a  new  approach  will  permit  us  to  bargain  more  effectively  now  and  give 
us  a  stronger  bargaining  position  in  the  future. 

As  Indicated,  about  one-third  of  our  agriculture  dollar  exports  goes  to  the- Com¬ 
mon  Market.  Another  third  goes  to  countries  that  could  Join  or  associate  x/lth  the 
Common  Market.  Our  stake  Is  thus  exceedingly  high. 

Our  prospects  for  maintaining  and  even  Increasing  exports  of  some  commodities 
are  good,  but  for  others,  they  are  more  doubtful.  The  reason  why  prospects  for  grain 
and  certain  livestock  products,  for  example,  are  doubiful  Is  that  there  are  strong 
tendencies  within  the  EEC  toward  restrictive  external  trade  in  these  commodities. 
Another  factor  that  makes  our  prospects  somewhat  xincertaln  at  the  present  time  is 
that  the  EEC  countries  themselves  have  not  yet  agreed  on  their  common  agricultural 
policy,  particularly  price  levels  for  these  products. 

Some  of  the  Common  Market  countries  wish  to  protect  their  grain  and  livestock 
economies-  by  such  devices  as  variable  Import  levies,  import  licenses,  and  quantita¬ 
tive  restrictions  which  would  have  the  effect  of  Insulating  their  producers  from 
the  effects  of  outside  competition.  There  are  others  within  the  Community  who  re¬ 
cognize  fully  the  need  for  the  Six  to  take  accoimt  of  the  trade  interests  of  third 
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eountrles  in  establishing  their  agriculture  and  trade  prograxnst  The  path  they  choose^ 

-  <  •  »  ■ 

will  have  a  strong  bearing  on  our  trade  prospects. 

This  is  the  essence  of  our  present  concern  with  the  agricultural  policy  of  the 
£E!C.  We  can  hc^  to  influence  this  direction  “tiie  basis  of  our  existing  agreements 
and  ccMpacts.  We  nay  also  influence  it  as  a  great  trading  nation  particularly  if  ve 
equip  ourselves  with  broad  and  effective  negotiating  powers  that  will  mahe  our  vast 
oaiicet  more  attractive  to  our  partners  in  trade.  It  is  for  this  reason  that  American 
agriculture's  stake  in  the  President's  trade  proposal  is  very  great. 

liie  current  negotiations  with  the  EEC  are  not  closed.  We  have  a  strong  caee>  for 
the  issue  is  potentially  serious  for  the  EEC  as  well.  The  EEX!  needs  to  sell  to  us. 

It  has  a  rapidly  expanding  industry  \diich  must  find  outlets.  Under  the  proposed  new 
trade  authority^  we  would  be  in  much  better  position  to  bargain  for  access  to  EEC  ag¬ 
ricultural  markets.  ^ 

A  reasonable  but  firm  policy  of  using  our  total  Influence  as  a  great  trading 
nation  will  make  liberal  policies  on  the  part  of  our  partners  appear  more  profitable 
to  th^iu  And  a  U.S.  policy  to  this  effect  will  be  much  more  influential  if  it  can  be 
applied  from  the  strength  of  the  broad  authorities  of  the  President's  proposals. 

American  agriculture  stands  to  gain  over  the  years  from  a  strong^  flexible, 
liberal  foreign  trade  policy.  Large  amounts  of  many  of  our  farm  products  are  exported* 
half  or  more  of  our  production  of  tdieat,  rice,  and  cotton;  two-fifths  of  our  soybeans 
and  tallow;  one  third,  of  our  tobacco,  hops,  and  flaxseed;  and  large  amounts  of  vege¬ 
table  oils,  feed  grains,  lard,  poultry,  variety  meats,  hides  and  skins,  and  fruits 
cmd  vegetables.  Our  exports  of  farm  products  are  at  record  levels— billion  annu¬ 
ally,  one-fou]^h  of  the  nation's  total  exports.  Seventy  percent  of  this  moves  as  doUe 
sales.  As  Europe  and  other  dollar  trading  partners  continue  to  increase  their  wealth, 
as  the  newly  emerging  parts  of  the  world  continue  to  develop  their  econcmles,  as  wor^ 
populations  continue  to  gain  and  purchasing  power  to  mount,  we  need  a  foreign  trade 
program  that  will  enable  us  to  achieve  and  to  maintain  maximum  access  to  this 
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expanding  world  market. 

Along  with  gains,  it  is  true  that  the  proposed  new  program  could  lead  to  some 
readjustments  in  American  agriculture.  In  seeking  to  export,  we  also  must  import. 
However,  these  readjustments  would  not  be  of  great  magnitude.  Certainly  they  would 
not  affect  the  major  parts  of  our  agriculture  which  are  strong  and  efficient.  And  we 
believe  the  gains  would  far  outweigh  the  adjustments.  We  view  these  adjustments  as  a 
two-way  proposition.  We  would  not  support,  and  we  know  the  President  does  not  have 
in  mind,  opening  our  gates  to  more  foreign  trade  on  a  unilateral  basis.  We  would  ex¬ 
pect  bars  to  trade  to  come  down  in  other  countries. 

Some  of  our  agricultural  commodities  are  produced  iinder  price  support  and  other 
special  programs.  We  would  expect  that  under  a  new  foreign  trade  policy,  there  wcxiM 
be  continuation  of  the  legislative  protections  against  imports  doing  material  damage 
to  these  agricultural  programs.  It  is  important  that  there  be  a  clear  understanding 
of  the  extent  that  these  legislative  safeguards  have  been  used  to  protect  our  farm 
programs .  At  the  present  time,  import  controls  are  in  effect  under  Section  22  on  a 
relatively  short  list  of  farm  commodities.  These  include  cotton,  wheat,  peanuts,  tung 
oil,  and  certain  dairy  products.  Most  of  our  farm  products  are  protected  against  the 
effects  of  international  competition  only  by  fixed  tariffs. 

Because  of  our  domestic  price  supports,  some  of  our  agricultural  commodities  have 
an  export  payment  in  order  to  make  them  competitive  in  the  world  market.  We  would 
expect  under  a  new  foreign  trade  policy  that  these  pa3niients,  where  required,  would 
be  continued.  However,  we  would  have  to  exercise  the  most  careful  restraints  to  in¬ 
sure  that  we  do  not  use  such  payments  to  infringe  on  the  legitimate  shares  of  other 
friendly  countries  in  world  trade.  As  world  demand  grows,  o\ir  exports  can  share  in 
that  growth.  But  in  using  export  payments,  we  must  be  also  sensitive  to  demand 
changes  in  the  opposite  direction. 

American  agriculture  is  today  the  world's  largest  exporter  of  food  and  fiber. 

Our  farmers  help  to  feed  and  clothe  more  of  the  world's  people  than  any  other  ex- 
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porting  nation.  Thie  exporting  operation  is  important  to  our  farmers  and  it  is  a  gre^^ 
service  to  humanity.  I  believe  that  the  great  majority  of  American  farmers,  as  the 
President's  proposals  are  further  developed,  will  agree  with  me  that  these  proposals 
offer  new  opportunities  both  to  strengthen  our  agriculture  and  to  share  our  products 
even  more  effectively  with  the  consumers  in  other  cotintries. 

It  is  true  that  we  can  hardly  be  liberal  in  our  trading  policies  if  other  nations 
are  increasingly  restrictive.  But  there  is  also  the  hard  fact  that  today  we  are  a 
world  leader.  In  a  position  of  leadership,  we  have  no  alternative  but  to  lead*.-  The 
President's  proposals  give  us  opportimity  not  merely  to  Inspire,  but  to  insist  that 
the  entire  Free  World  gain  in  strength  through  liberal,  dynamic  sharing  of  its  productt 
In  this  sharing,  American  agriculture  has  little  to  lose  and  much  to  gain. 
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FOOD  IN  RELATION  TO  FOREIGN  TRADE  AND  FOREIGN  POLICY 


This  afternoon  we  want  to  explore  with  you  the  aspects  of  our 
conference^  Food  and  People^  as  it  relates  to  our  foreign  policy  and 
our  foreign  markets. 

How  can  we  best  use  our  agricultural  abundance  and  our  agricultural 
know-how  abroad  as  well  as  at  home?  This  question  poses  both  an 
opportunity  and  a  challenge.  We  are  now  on  the  threshhold  of  an  era 
when  no  one  needs  to  go  hungry- -at  least  in  the  free  world. 

Let  us  consider  the  world  picture  for  a  moment  from  the  standpoint 
of  American  agriculture. 

First,  we  have  the  U.S.  with  its  ability  to  produce  far  more  than 
its  own  needs. 

Second,  there  are  other  industrialized  countries  rhat  have  a  need 

ft 

for  more  agricultural  products  than  they  produce.  They  have  the  ability 
to  pay.  They  are  our  trading  partners  and  provide  our  commercial 
market  s . 

Third,  there  are  the  less  developed  countries.  Typically,  these 
countries,  although  agriculture  is  their  principal  industry,  still  are 

not  able  to  produce  enough  adequately  to  supply  the  needs  of  their 

0 

;_r 

people . 

Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  the 
Conference  on  Food  and  People,  Thomas  Jefferson  Auditorium,  U.S.  Depart¬ 
ment  of  Agriculture,  Washington,  D.  C.,  January  10,  I962  at  2:00  P.M.(EST) 
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How  can  we  best  use  the  superlative  productive  ability  of  U.S. 
agriculture  to  meet  the  needs  of  people  all  over  the  world  and  at  the 
same  time  see  that  the  people  in  American  agriculture  are  properly 
rewarded? 

When  we  speak  of  food  and  people- -we  have  people  at  both  ends  of  the 
line.  Consumers  are  people  but  so  are  producers^  and  we  have  a  primary 
responsibility  to  them.  The  question  is  how  to  achieve  the  greatest  good 
for  the  greatest  number? 

American  agriculture  is  based  on  "family  farms"'.  We  want  to  keep 
it  that  way.  Our  responsibility  is  to  see  they  get  fair  treatment.  At 
the  same  time  the  American  farmer  is  ready  and  willing  to  share  the 
abundance  of  his  labor ^  his  know- how and  his  institutions  with  other 
freedom  loving  farmers  everywhere.  Fitting  this  pattern  together-- 
developing  programs  that  protect  the  interests  of  Americans;,  and  at  the 
same  time  making  use  of  our  agricultural  abundance  and  know-how  in  aiding 
less  developed  countries-- is  not  a  simple  matter.  It  requires  our  best 
effort  and  imagination. 

You  can't  do  it  just  by  getting  out  and  selling^  selling,,  selling. 

Neither  can  you  do  it  by  just  giving,,  giving;  giving. 

Nor  can  you  do  it  simply  by  controlling  production  and  forgetting 
about  consumption. 

And  finally;  you  can't  do  it  just  by  forgetting  the  whole  business 
and  turning  everything  loose  to  seek  its  own  level. 

We  must  have  an  approach  in  which  all  these  elements  have  a  part 
and  in  which  they  are  fitted  together  to  make  a  sensible  whole. 
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This  then  is  our  challenge  and  our  opportunity. 

During  the  war  we  had  a  slogan  "Food  Will  Win  the  War  and  Write  the 
Peace".  This  statement  dramatically  sums  up  the  role  of  food  in  war  and 
peace.  We  won  the  war^  and  certainly  the  superhuman  efforts  of  our 
farmers  in  providing  the  food  and  fiber  for  ourselves  and  our  allies  was 
a  major  factor  in  that  victory. 

Food  has  shown  itself  to  be  equally  Important  in  waging  peace.  That 
struggle  still  goes  on^,  and  adequate  food  supplies  for  all  the  world's 
people  is  surely  a  necessary  condition  for  final  victory  in  the  establish¬ 
ment  of  a  just  and  durable  peace. 

VJe  are  so  preoccupied  with  problems  of  managing  our  abundance  that 
we  are  likely  to  forget  how  fortunate  \7e  are. 

For  a  large  fraction  of  the  world's  population^  food  shortage  is  a 
very  real  problem.  Diets  are  nutritionally  adequate  only  in  30  indus¬ 
trialized  nations  in  the  temperate  Northern  area  of  the  globe  which 
accounts  for  one- third  of  mankind- - something  more  than  900  million  people. 

In  most  of  the  70  or  so  less  developed  nations  in  the  semi-tropical 
and  tropical  Southern  area^  diets  are  nutritionally  inadequate^  with 
shortages  of  protein^  fat^  and  calories.  These  countries  contain  two- 
thirds  of  the  world's  population  or  over  1.9  billion  people.  In  most 
of  them;  population  is  expanding  rapidly;  malnutrition  is  widespread 
and  persistent. 

The  foreign  policy  of  the  United  States  is  committed  to  helping 
those  countries  who  share  our  basic  philosophy  of  individual  freedom 
and  human  rights  to  improve  their  economic  well  being. 
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Food  aid  is  one  of  the  effective  means  whereby  we  can  assist  these 
developing  nations  in  their  goals  of  economic  growth  and  better  standards 
of  living  for  their  people. 

No  country  has  ever  achieved  rapid  economic  growth  while  faced  with 
a  food  shortage.  Where  food  shortages  exist;  foreign  exchange,  no 
matter  how  scarce,  must  be  used  to  meet  minimum  essential  requirements 
of  food,  unless  outside  aid  in  the  form  of  food  is  made  available. 

All  of  the  less  developed  countries  are  primarily  agricultural. 
Generally  speaking,  70  percent  and  over  of  their  population  earn  their 
livelihood  from  agriculture.  The  first  consequence  of  steps  to 
industrialize,  unless  more  food  is  imported,  is  to  aggravate  the  food 
shortage.  As  workers  are  employed  in  industry  their  income  increases. 

One  of  the  first  things  they  do  with  their  added  income  is  to  buy 
more  food,  if  it  is  available.  If  it  is  not,  then  prices  of  the 
existing  food  supply  are  bid  up,  and  inflation  follows. 

Congress  has  wisely  recognized  the  role  which  food  can  play  in 
international  aid  programs  by  passing  Public  Law  480.  Mr.  McGovern, 
Director  of  Food  for  Peace,  will  discuss  these  aspects  of  food  in  our 
foreign  policy  in  more  detail. 

Food  is  not  the  only  contribution  which  our  agriculture  industry 
can  and  does  make  to  our  foreign  policy  objective  of  assistance  to 
less  developed  countries.  We  are  also  sharing  our  technical  know-how. 
Food  donations  and  sales  on  special  terms  can  be  effective  in  meeting 
emergencies  and  in  supplying  urgent  needs  during  the  interim  period 
of  development.  In  the  long  run,  however,  these  nations  must  win  the 
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tattle  against  hunger  hy  increasing  their  own  agricultural  production. 

The  fantastic  productivity  of  American  agriculture  reflects  in 
large  part  the  American  farmer's  application  of  technology.  If  we 
can  spread  this  technology  vTidely  among  the  farmers  in  the  less 
developed  parts  of  the  world;  we  can  actually  look  forward  to  the 
day  when  hunger  and  malnutrition  would  be  banished  from  the  face 
of  the  earth.  But  you  say  farmers  in  most  of  these  countries  lack 
the  capital  resources  which  the  American  farmer  has.  That  is  true^ 
but  much  of  the  technology  which  is  at  the  disposal  of  the  American 
farmer  requires  little  capital  investment;  at  least  by  the  farmer 
himself.  Improved  cultural  practices;  better  seeds ;  proper  use  of 
water  in  irrigation  and  similar  techniques  would  Increase  agricultural 
production  in  most  parts  of  the  world  fantastically  with  little  or  no 
capital  outlay.  To  cite  but  one  example;  the  Japanese  have  found  that 
if  rice  seedlings  are  planted  in  rows  where  cultivation  and  weeding 
is  facilitated;  yields  are  greatly  improved.  Probably  the  greatest 
help  we  can  give  these  developing  countries  is  to  share  with  them 
our  agricultural  know-how. 

But  we  might  ask  ourselves :  Are  we  interested  in  the  economic 
development  of  these  countries?  Why  should  we  help  them  expand  their 
agricultural  production  when  we  have  problems  of  finding  markets  for 
our  own  agricultural  output?  And  aren't  we  being  inconsistent  when 
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we  curtail  our  own  production  while  at  the  same  time  we  extend  aid  to 
other  countries  in  expanding  their  production? 

The  first  answer  as  to  why  we  should  help  these  countries  must  be^ 

I  think,  because  it  is  right  to  do  it.  The  nations  of  the  world  are 
so  inter-related  and  inter-dependent  that  we  can  no  longer  be  sure  that 
peace  can  be  maintained  with  one-third  of  the  world  well-fed,  and 
two -thirds  of  the  world  hungry. 

A  second  reason  for  doing  it  is  simply  because  it  is  good  business. 

If  by  providing  food  and  technical  assistance  to  help  developing 
countries  increase  their  own  agricultural  production,  we  accelerate 
their  economic  growth,  then  we  hasten  the  day  when  they  can  become 
commercial  markets  for  our  agricultural  exports.  This  is  not  an  idle 
dream.  Italy  and  Japan,  in  the  early  post-war  years,  were  beneficiaries 
under  our  aid  program.  Now  both  countries  represent  dollar  markets 
and  Japan  has  moved  into  Number  One  position  as  the  major  overseas 
market  for  our  agricultural  exports.  Five  years  ago  no  one  would 
have  dreamed  that  Spain  would  soon  represent  a  cash  market  for  U.  S. 
soybean  oil  and  wheat.  Yet  in  I96O-61  Spain  purchased  133  million 
pounds  of  soybean  oil  and  438  thousand  tons  of  wheat  for  dollars. 

The  analogy  between  Japan,  Italy  and  Spain  and  the  less  developed 
countries  of  Asia,  Africa  and  Latin  America  cannot  be  pushed  too  far, 
but  there  is  enough  evidence  to  indicate  that  if  economic  growth  is 
accelerated  many  of  these  densely  populated  countries  will  increase 
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their  own  agricultural  production. 

This  brings  me  to  the  second  topic  I  want  to  discuss--the  agri¬ 
cultural  aspects  of  our  commercial  foreign  policy.  American  farmers 
have  a  large  stake  in  foreign  markets. 

About  one  acre  of  every  six  harvested  produces  for  export.  The 
output  of  approximately  60  million  acres  of  U.  3.  cropland  moved 
abroad  last  year.  This  means  that  the  United  States  exported  somewhat 
more  than  the  equivalent  of  the  entire  harvested  output  of  Minnesota, 
Iowa,  and  Missouri. 

Exports  last  year  accounted  for  half  the  U,  S.  output  of  cotton, 
wheat,  rice,  and  dried  peas;  two-fifths  of  the  output  of  soybeans  and 
tallow;  about  one -third  of  the  output  of  tobacco,  hops,  flaxseed,  and 
non-fat  dry  milk.  Large  quantities  of  other  agricultural  items  such 
as  feed  grains,  fresh,  dried,  and  processed  fruits,  poultry  meats, 
and  variety  meats  added  significantly  to  the  total. 

Agricultural  exports  set  value  and  volume  records  in  the  last 
fiscal  year.  Value  exceeded  $4.9  billion,  9  percent  above  the 
previous  year's  level  and  4  percent  above  the  prior  record  in  1956-57 
when  exports  were  stimulated  by  the  Suez  crisis.  Indications  are  that 
agricultural  exports  during  the  current  fiscal  year  will  set  another 
new  record- -probably  in  excess  of  $5  billion. 

How  has  this  phenomenal  level  of  exports  been  achieved‘2  Obviously 
it  hasn't  just  happened.  It  has  been  influenced  by  many  factors,  some 
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of  ■which  have  not  been  the  result  of  a  consciously  chosen  policy- - 
others  which  have  been  the  direct  consequences  policy  decisions. 

Economic  and  political  forces  overseas  affect  our  export 
possibilities  for  agricultural  commodities.  The  developed  countries 
of  Western  Europe  together  with  Japan  constitute  our  major  cash 
markets.  These  countries  have  experienced  a  phenomenal  economic 
growth  during  the  past  decade  and  this  growth  increased  their  demand 
for  U.S.  food  and  fiber.  The  increase  in  U.S.  feed  grain  exports 
were  the  dramatic  results  of  this  increased  overseas  demand.  Our 
exports  of  feed  grains  amounted  to  only  4.2  million  tons  in  1951-52. 

In  1960-61  they  had  climbed  to  11.5  million  tons. 

Another  major  factor  in  accounting  for  our  volume  of  exports 
has  been  the  policy  of  pricing  our  agricultural  exports  competitively. 

In  order  for  some  of  our  major  farm  products  such  as  wheats 
cotton,  and  rice  to  compete  in  world  markets,  the  Commodity  Credit 
Corporation  makes  export  payments  in  cash  or  in  kind  or  sells  stocks 
at  less  than  domestic  market  prices,  if  the  $4.9  billion  exported 
last  year,  an  estimated  $2.3  billion  worth  (or  about  45  percent) 
moved  under  competitive  pricing  arrangements  costing  about  $647 
million  excluding  foreign  donations  valued  at  about  $290  million. 

Of  the  $2.3  billion  receiving  export  price  assistance,  $1.3  billion 
worth  moved  under  government  programs . 
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We  have  tried  to  act  responsibly  in  administering  these  programs 
with  due  regard  for  the  interest  and  welfare  of  friendly  competitors. 

We  believe  we  have  succeeded. 

A  third  factor  accounting  for  our  large  exports  has  been  the 
market  development  work  conducted  by  the  Department  of  Agriculture 
and  cooperating  trade  groups. 

Through  our  world-wide  agricultural  attache  service  operated  by 
the  Foreign  Agricultural  Service^  the  Department  of  Agriculture  provides 
a  constant  flow  of  agricultural  intelligence  which  is  put  at  the  service 
of  American  agriculture.  The  information  gathered  includes  facts  on 
production^  trade^  consuraption_,  prices  and  market  opportunities--to 
mention  only  the  highlights.  It  is  a  part  of  the  agricultural  attache's 
job  to  keep  abreast  of  and  report  any  governmental  actions  which  may 
affect  market  opportunities  for  U.S.  farm  products.  Changes  by 
foreign  governments  in  tariff^  quotas,  sanitary,  and  packaging 
requirements  change  marketing  opportunities.  We  are  constantly  on 
the  alert  for  such  changes,  and  where  adverse  effects  on  trade  may 
result,  we  make  representation  through  appropriate  channels  to  get 
unfavorable  measures  corrected. 

Some  of  the  newest  and  most  effective  market  development 
activities  are  the  market  promotion  programs  in  foreign  countries 
carried  out  in  cooperation  with  U.S.  agricultural  trade  groups  and 
foreign  cooperators.  These  programs  are  financed  by  foreign  currencies 


USDA  116-62 


-  10  - 


generated  "by  PL  480  sales  and  the  contribution  of  the  cooperating 
groups.  More  than  40  agricultural  and  trade  groups  are  cooperating 

with  the  Foreign  Agricultural  Service  in  over  50  foreign  countries 

under  this  program.  Virtually  every  conceivable  merchandising  and 

promotional  technique  is  used  at  one  place  or  another  and  for  one 

commodity  or  another  to  increase  the  sales  and  acceptability  of 

U.  S.  agricultural  exports.  Wheat  producer  groups  have  carried  out 

programs  to  increase  the  acceptability  of  wheat  products.  Quick- 

frozen^  ready -to -cook  American  poultry  has  been  successfully  introduced 

into  Germany  and  Switzerland.  Consumption  of  cotton  textiles  has 

been  promoted  in  virtually  all  the  major  countries  of  Western  Europe 

and  elsewhere. 

We  must  and  we  shall  continue  a  vigorous  market  program  aimed 
at  expanding  even  more  our  dollar  sales.  The  prospects  of  continued 
economic  growth  not  only  in  the  industrial  nations  which  now  make  up 
our  principal  dollar  markets^  but  also  in  the  developing  nations  as 
well_,  give  us  reason  to  believe  that  with  sufficient  effort  we  can 
further  expand  our  dollar  sales. 

But  if  foreign  trade  in  agricultural  commodities  is  to  continue 
to  grow^  international  trade  policies  must  be  favorable  to  such  growth. 
Developing  the  ground  rules  for  international  agricultural  trade 
presents  special  problems  because  of  the  traditional  protectionist 
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attitude  of  nearly  all  countries  toward  agriculture.  Most  industrialized 
countries  like  the  United  States  have  special  programs  designed  to  protect 
the  incomes  of  farmers.  These  in  turn  require  devices  to  prevent 
abnormal  shifts  in  world  trade.  Without  such  devices^  for  example^ 
the  United  States  would  attract  butter  imports  by  its  dairy  support 
prices.  On  the  other  hand^  a  food  importing  country  by  pursuing  a 
policy  of  extreme  protectionism  may  artificially  stimulate  production^ 
raise  food  prices  to  its  consumers ^  and  choke  off  traditional  markets 
of  exporting  countries. 

These  facts  cannot  be  ignored,  neither  are  they  likely  to  dis¬ 
appear  overnight.  Our  job  is  to  work  out  reasonable  rules  to  govern 
trade  in  agricultural  commodities  taking  these  facts  into  consideration. 

A  rational  system  of  trade  in  agricultural  products  among  nations 
depends  upon  fair  play  and  mutual  consideration.  The  United  States  is 
doing  its  best  to  pursue  a  liberal  policy  of  agricultural  trade.  The 
framework  in  which  this  policy  has  been  carried  out  is  the  Reciprocal 
Trade  Agreements  Act  of  193^-  Under  the  authority  of  that  Act,  we 
have  successfully  bargained  with  other  countries  for  mutually  beneficial 
tariff  reductions .  Trade  is  a  two  way  street  and  we  have  had  to  give 
concessions  to  get  access  to  markets  for  our  o^m  agricultural  and 
industrial  products . 

This  reciprocal  trade  program  has  served  us  well.  We  are  living 
in  dynamic  times,  however.  If  there  is  one  thing  that  characterizes 
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foreign  markets  and  foreign  trade  policy,  it  is  change.  In  the  months 
ahead,  we  must  subject  our  trade  policy  to  searching  examination  with 
a  view  to  adjusting  it  to  meet  the  conditions  of  the  1960's. 

The  most  immediate  reason  for  recasting  our  trade  policy  is  the 
emergence  of  the  powerful  new  European  Economic  Community --the  Common 
Market.  The  six  EEC  countries  comprise  the  fastest-growing  economic 
area  in  the  world.  Some  of  the  seven  countries  comprising  the 
European  Free  Trade  Association  are  asking  either  to  join  or  to 
affiliate--and  this  eventually  could  lead  to  development  of  the 
wealthiest  trading  area  in  the  world.  In  its  internal  trade  relations, 
Western  Europe  is  well  on  the  way  to  becoming  a  United  States  of 
Europe,  one  that  presents  a  solid  economic  front  to  the  rest  of  the 
world,  one  that  must  be  dealt  with  as  a  single  bloc. 

As  a  nation,  we  must  be  able  to  live  with  and  to  trade  with  this 
nex^  Europe.  If  we  fail  to  do  so,  \<re  will  not  only  hurt  ourselves, 
economically,  but  also  we  v/ill  lend  strength  to  the  divisive  forces 
that  exist  in  the  world  today.  With  well  over  half  of  our  national 
budget  going  for  defense  of  our  way  of  life,  it  is  of  paramount 
necessity  that  the  United  States  and  the  new  Europe  stand  strongly 
together,  not  only  militarily  but  economically. 

The  United  States,  with  our  existing  trade  program,  is  not  set 
up  to  work  effectively  x-7ith  the  European  Common  Market.  This  is 
serious.  As  the  President  has  said  of  the  Common  Market,  "It  could 
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be--it  should  be--our  biggest,  our  most  reliable,  our  most  profitable 
cus  tomer . " 

The  item-by-item  approach  that  we  currently  employ  in  negotiating 
tariffs  under  the  Reciprocal  Trade  Agreements  Act  is  outmoded  insofar 
as  we  deal  with  the  European  Common  Market.  The  Common  Market  is  so 
constituted  that  its  administrators  are  able  to  negotiate  effectively 
only  on  the  basis  of  across-the-board  tariff  cuts.  We  must  be  able 
to  deal  with  the  Common  Market.  Our  Administration  must  have  the 
kind  of  implement  that  enables  it  to  negotiate  flexibly  and  effectively. 
It  does  not  have  such  authority  in  the  existing  Act.  A  new  Act  has 
become  a  necessity. 

We  in  agriculture  are  particularly  aware  of  the  need  to  deal 
effectively  v/ith  the  Common  Market.  We  have  much  at  stake.  In  19  60, 
American  agricultural  exports  to  the  Common  Market  had  a  value  of 
$1.1  billion.  The  Common  Market  eventually  could  include  countries 
which  now  account  for  well  over  $2  billion  of  our  commercial  farm 
exports . 

Our  prospects  for  maintaining  and  even  increasing  exports  of  some 
commodities  to  this  market  are  good,  but  for  others,  they  are  doubtful. 
The  reason  why  prospects  for  grain  and  certain  livestock  products,  for 
example,  are  doubtful  is  that  there  are  strong  tendencies  within  the 
EEC  toward  restrictive  external  trade  in  these  commodities. 
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This  is  the  essence  of  our  present  concern  with  the  agricultural 
policy  of  the  EEC---we  can  hope  to  influence  its  direction  on  the  basis 
of  our  existing  agreements  and  compacts.  But  our  possibilities  of 
influencing  its  direction  will  be  greater  if  we  equip  ourselves  with 
broad  and  effective  negotiating  powers  that  will  make  our  vast  market 
more  attractive  to  our  partners  in  trade.  It  is  for  this  reason  that 
Merican  agricultiire '  s  stake  in  the  President's  trade  proposal  is 
very  great . 

A  reasonable  but  firm  policy  of  using  our  total  influence  as  a 
great  trading  nation  will  make  liberal  policies  on  the  part  of  our 
partners  appear  more  profitable  to  them.  And  a  U.S.  policy  to  this 
effect  will  be  much  more  influential  if  it  can  be  applied  from  the 
strength  of  the  broad  authorities  of  the  President's  proposals. 

If  the  special  problems  of  agriculture  are  recognized,  and  a 
spirit  of  mutual  understanding  maintained,  then  I  am  confident  we 
can  work  out  reasonably  satisfactory  trade  policies  governing  agri¬ 
cultural  commodities.  The  alternative- -if  there  is  too  much  chiseling 
for  advantage,  if  every  nation  strives  only  for  policies  that  serve 
its  own  special  lnterests--is  trade  chaos. 

The  domestic  agricultural  policies  of  the  U.  S.  take  accoimt 
of  the  fact  we  are  an  exporting  nation.  As  an  exporting  nation,  we 
seek  to  expand  our  commercial  markets.  ¥e  have  no  desire  or  intention 
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however;  of  doing  this  at  the  expense  of  the  legitimate  interests  of 
O'Ur  neighbors.  We  ask  only  the  opportunity  to  compete  fairly  and 
•without  discrimination. 

We  are  willing  to  apply  to  ourselves  the  rules  of  international 
trade  we  recommend  to  others . 

We  stand  ready  to  consider  along  with  other  friendly  nations 
international  commodity  agreements  and  other  arrangements  aimed  at 
stabilizing  world  prices  of  agricultural  commodities  and  normal  patterns 
of  trade.  The  United  States  is  already  a  member  of  the  International 
Sugar  Agreement;  the  International  V/heat  Agreement;  and  we  have  Indicated 
O'Ur  willingness  to  join  a  workable  International  Coffee  Agreement.  We 
are  ready  to  explore  the  possibilities  of  agreements  for  other 
commodities.  It  may  be  that  some  of  the  present  vexing  problems  of 
access  to  markets  can  best  be  dealt  with  by  means  of  international 
agreements . 

Given  a  framework  in  which  we  have  fair  access  to  world  markets; 
it  is  up  to  us  to  produce  efficiently  and  market  competitively.  We 
are  satisfied  that  American  farmers  and  traders  can  do  this . 

In  conclusion;  let  me  assure  you  that  the  USDA  is  going  to  devote 
its  best  efforts  to  encouraging  a  growing  trade  and  to  obtaining  a  fair 
share  of  the  world's  markets  for  the  people  who  produce  food  and  fiber 
on  American  farms . 
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U.  S.  DEPARTMETIT  OF  AGRICULTURE 
Office  of  the  Secretary 
Washington,  D.C. 


TOBACCO  IN  RELATION  TO  THE  COMMON  I^JTCET  AND  FOREIGN  TRADE  LEGISL4TION 

I  was  indeed  pleased  when  your  President  asked  me  to  talk  to  you 


about  tobacco  as  related  to  the  Common  Market  and  foreign  trade  legislation. 


It  is  not  often  that  I  have  the  opportunity  to  address  just  the  right 
audience  at  just  the  right  time- -but  that  is  the  case  here  today. 

Having  been  born  and  reared  in  the  heart  of  the  flue- cured  tobacco- 
producing  area,  I  have  always  been  keenly  interested  in  economic  develop¬ 
ments  affecting  tobacco.  Since  assuming  my  present  position  in  the  Depart¬ 
ment  I  have  been  impressed  by  our  highly  successful  tobacco  program- -it  is 
envied  by  many  other  commodity  groups.  The  success  of  the  tobacco  program 
has  been  due  in  no  small  part  to  the  leadership  and  foresight  of  many  of 


you  present  here  today. 

I  can  think  of  no  group  more  appropriate  to  consider  the  problem  of 
foreign  trade  than  you  tobacco  producers  and  related  trade  groups.  The 
history  of  the  foreign  trade  of  our  country  is  closely  identified  with 
exports  of  tobacco. 


Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  the 
15th  Annual  Meeting  of  Tobacco  Associates,  Inc.,  Sir  Walter  Hotel, 
Raleigh,  N.  C.,  March  6,  I962  at  11  A.  M.  (EST). 
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Tobacco  growers  and  exporters  have  had  close  relationships  with 
customers  abroad  throughout  the  history  of  this  country.  The  first  ship¬ 
ment  of  U.  S.  tobacco  was  made  by  John  Rolfe  350  years  ago  from  the  newly 
established  colony  at  Jamestown.  This  shipment  was  the  beginning  of 
foreign  trade  in  the  United  States.  Since  that  time,  so  many  years  ago, 
tobacco  exporting  has  continued  to  be  big  and  inportant.  It  has  ramifica¬ 
tions  far  beyond  tobacco  itself.  Tobacco  exports  provide  thousands  of 
jobs,  not  only  in  the  tobacco  industry  itself,  but  also  in  allied 
industries,  including  containers,  trucking,  fertilizer,  etc. 

The  United  States  today  is  the  world's  largest  exporter  of  flue- 
cured  tobacco.  During  the  last  marketing  season,  475  million  pounds 
(farm  sales  weight)  of  flue-cured  tobacco  moved  to  foreign  destinations. 
This  was  equivalent  to  38  percent  of  the  i960  harvest.  For  the  current 
season,  we  expect  to  approach  that  figure  pretty  closely. 

The  value  of  flue-cured  tobacco  exports  in  the  last  marketing  year 
totaled  $321  million.  That  is  big  money  in  any  language.  And  when  one 
considers  that  we  now  export  nearly  $100  million  worth  of  cigarettes 
annually,  it  becomes  all  the  more  significant,  since  as  you  well  know, 
flue-cured  makes  up  a  large  proportion  of  the  cigarettes  made  in  the 
United  States. 

One  of  the  most  significant  developments  of  recent  years,  which  is 
bound  to  affect  our  tobacco  export  trade,  is  the  formation  of  the  European 
Common  I^rket.  We  all  are  interested  in  the  Common  Market  at  this  time 
because  of  its  agricultural  policies  and  their  implications  for  tobacco 
exports . 


In  March  1957,  six  countries  signed  a  treaty  to  form  the  European 
Economic  Commurd.ty,  or  Common  Market,  as  it  is  popularly  called*  These 
countries  were  France,  West  Germany,  Italy,  Belgixm,  the  Netherlands,  and 
Luxembourg.  In  calendar  I96I,  we  sold  101  million  pouais  (export  weight) 
of  flue-cured,  with  a  value  of  $67  million,  to  these  six  countries. 

Today  the  United  Kingdom,  Ireland  and  other  countries  cure  seeking  to 
Join  the  Common  MEirket.  Hitis,  this  important  customs  union  could  eventually 
inclvide  countries  which  together  last  year  purchased  75  percent  of  total 
flue-cured  exports. 

With  this  brief  review  of  the  importamce  of  the  Ccxnmon  Market  (plus 
its  likely  eventual  members)  to  our  flue- cured  export  trade,  I  would  like 
to  say  a  few  words  on  the  total  Common  Market  concept. 

One  of  our  former  Presidents  recently  said  that  the  development  of  the 
Common  Market  is  "the  greatest  breakthro\igh  for  freedom  in  the  history  cf 
the  world". 

History  no  doubt  will  show  that  the  creation  of  the  Common  Market  v?9 
one  of  the  greatest  things  that  could  have  haijpened  to  Western  Europe,  It 
represents  a  logical  extension  of  the  progress  that  Europe  has  been  makizig 
ever  since  the  war. 

At  the  end  of  the  Second  World  War,  Eurepe  was  flat  on  its  back.  V^e 
came  along  with  the  Marshall  Plan  and  it  transfused  new  life  into  a71  cf 
Europe.  Within  a  very  few  years,  people  were  back  at  work,  war  damage 
had  bean  repai>/ed,  and  business  was  beginning  to  bocm. 

It  is  not  unusual  or  unexpected  that  the  coimtries  of  Western  Europe 
shoul??  be  getting  together  in  this  way.  They  are  small  countries  end  they 


need  to  have  close  ties  vith  one  another.  Take  a  look  at  the  map  and  you 
see  that  France  is  smaller  than  Texas;  West -Germany  and  Great  Britain  each 
are  only  two-fifths  the  size  of  Texas.  These  countries,  for  centuries,  have 
had  artificial  barriers  between  them.  These  barriers  have  been  the  source 
of  suspicions  and  wars,  they  throttled  business,  and  they  have  impeded 
general  advancement.  They  had,  eventually,  to  come  down. 

We  helped  to  set  the  precedent  for  European  countries  to  let  down  their 
mutual  barriers  when  we  adopted  our  own  Constitution  175  years  ago.  The 
drafters  of  that  great  document,  as  you  recall,  wisely  wrote  into  Article  I 
the  provision  that  commerce  was  to  flow  freely  between  our  various  States. 
This,  in  effect,  set  up  a  customs  \mion  of  our  own,  and  it  as  much  as  any¬ 
thing  in  our  history  has  led  to  our  own  growth  and  development. 

The  Common  Market  may  be  fully  in  effect  by  1970.  Its  development  was 
set  up  on  a  basis  of  three  successive  stages,  each  4  years  long.  The  first 
stage  has  just  ended  and  the  second  4-year  stage  is  just  beginning. 

The  first  stage  has  been  very  successful.  Internal  tariffs  have  been 
cut  40  percent.  Labor  and  products  have  begiin  to  move  more  freely  between 
countries.  Production  has  expanded  dramatically  and  the  area  is  enjoying 
a  rate  of  economic  growth  considerably  higher  than  our  own. 

The  six  EEC  countries  comprise  the  fastest-growing  economic  area  in 
the  world.  Some  of  the  seven  countries  comprising  the  European  Free  Trade 
Association  are  asking  either  to  join  or  to  affiliate --and  this  eventually 
could  lead  to  development  of  the  wealthiest  trading  area  in  the  world.  In 
its  internal  trade  relations,  Western  Europe  is  well  on  the  way  to  becoming 
a  United  States  of  Europe,  one  that  presents  a  solid  economic  front  to  the 
rest  of  the  world,  one  that  must  be  dealt  with  as  a  single  bloc. 
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The  United  States  is  enthusiastic  about  the  growth  of  the  Common 
I^ferket;  however,  we  have  some  concern  regarding  the  effects  of  some  of 
their  agricultural  proposals. 

I  am  sure  that  this  group  knows  much  about  our  tariff  problems  in 
the  Common  Market.  Prior  to  formation  of  the  Common  Market  each  of  the 
six  countries  had  a  specific  duty  on  tobacco.  The  original  proposed 
external  duty  by  the  EEC  was  30  percent  ad  valorem.  This  was  later  changed 
to  a  proposal  of  a  30  percent  duty  with  a  13.2  cents  per  pound  minimum 
and  19*1  cents  per  pound  maximum .  During  the  past  several  months 
it  has  been  our  objective  to  get  a  more  favorable  rate.  We  are  especially 
anxious  to  get  a  lower  maximum  external  rate.  Results  from  the  recent 
negotiations  will  be  released  in  a  few  days. 

The  effect  of  the  possible  differential  of  a  few  cents  per  pound, 
in  favor  of  most  U.  S.  competitors  cannot  be  appraised  in  detail  until 
the  rates  have  been  negotiated  and  finalized;  in  general,  however,  the 
effect  would  be  that  the  United  States  would  have  a  decreasing  share  of 
an  increasing  market. 

Not  yet  completely  solved  is  the  problem  of  what  status  the  Overseas 
Territories  of  the  Common  Market  members  will  have  in  the  Common  Market. 

It  is  too  early  to  state  that  the  United  Kingdom  will  become  a  member 
of  the  Common  Market  and  to  say  what  the  terms  or  conditions  will  be  if  it 
does  become  a  member.  Commonwealth  tobacco  producers- -principally  Canada, 
India,  and  the  Rhodesian-Nyasaland  Federation- -are  the  main  competitors  with 
U.  S.  leaf  in  the  United  Kingdom,  where  they  have  a  duty  preference.  If 
the  United  Kingdom  is  admitted  to  the  Common  Market  and  Commonwealth  tobacco 
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producers  have  any  preference  in  the  Common  Market  over  third  countries,  ( 

such  as  the  United  States,  then  U.  S.  tobacco  exports  will  suffer  propor¬ 
tionately. 

The  Common  Market  proposals  for  duty  on  tobacco  will  adversely  affect 
oiir  exports  in  two  ways; 

First,  by  the  end  of  19^7  tariffs  on  tobacco  between  member  countries 
will  be  eliminated.  This  can  make  a  big  difference  to  U.  S.  tobacco 
exporters.  For  example,  in  1957  tobacco  from  both  the  United  States  and 
Italy  was  subject  to  a  tariff  of  about  29  cents  per  pound  on  the  German 
market.  If  the  currently  proposed  tarii*f  rates  become  effective,  in  a 
few  years  Italian  tobacco  would  enter  the  German  market  duty  free  while 
U.  S.  tobacco  would  be  subject  to  the  maximum  external  tariff  rate  on 
that  market. 

i 

Secondly,  the  spread  between  the  maximm  and  minimum  proposed  external 
tariff  rate  can  adversely  affect  our  tobacco  trade.  Because  of  its  rela* 
tively  high  price  U.  S.  tobacco  will  be  assessed  at  the  maximum  rate. 

Competitive  exporters  who  are  nonmembers  with  lower  priced  tobacco  would 
be  assessed  about  13.2  cents  per  pound.  In  the  period  ahead  the  United  States 
hopes  that  the  Common  external  tariff  will  be  set  at  a  low  specific  level 
or  better  still,  eliminated  completely. 

The  foregoing  remarks  may  have  sounded  quite  pessimistic.  There  are 
mitigating  circumstances,  however,  which  may  enable  us  to  do  much  better 
in  the  Common  Market  than  some  of  us  believed  possible  a  year  or  two  ago. 
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First,  economic  conditions  in  the  Common  Market  are  showing  rapid 
improvement.  People  there  have  more  money  to  spends  and  they  are  he- 
ginning  to  enjoy  many  luxuries  that  they  only  dreamed  of  a  decade  ago. 

As  population  and  wage  rates  rise,  cigarette  consumption  is  expected  to 
increase --"by  at  least  5  percent  annuaJ.ly  in  the  years  ahead.  This  means 
a  much  bigger  tobacco  market  than  at  present  in  these  countries.  We  hope 
to  be  able  to  share  in  this  growth. 

Second,  our  tobacco  markets  in  Western  Euirope  are  cash  markets. 
Tobacco  moves  to  them  through  regular  commercial  transactions.  They  do 
not  need  to  depend  on  U.  S.  Government  assistance  to  make  tobacco  purchas 
es.  With  improved  economic  conditions,  these  countries  will  continue  to 
be  an  even  better  cash  market. 

Three,  with  a  booming  economy  and  higher  personal  incomes,  smokers 
in  Common  Market  and  other  European  countries  will  demand  better  quality 
cigarettes.  These  must  necessarily  include  large  proportions  of  our  flue 
cured  and  other  cigarette  tobaccos.  For  our  cigarette  leaf  still  remains 
the  hallmark  of  quality,  and  we  are  the  major  source  of  light  tobacco 
requirements . 

Four,  as  barriers  between  the  member  countries  are  further  removed, 
there  will  follow  a  movement  of  better  quality  cigarettes.  For  example, 
it  is  likely  that  more  lighter  higher  quality  cigarettes  will  be  smoked 
in  Italy  and  France,  where  dark  cigarettes  now  dominate  the  market.  Good 
quality  U.  S.  leaf  should  benefit  from  this  shift  in  the  pattern  of 
smoking. 

Five,  tobacco  crops  in  Western  European  countries,  including  France, 


Italy,  and  Greece  suffered  from  a  devastating  attack  of  "blue  mold  in 
1961.  It  is  likely  that  they  will  not  immediately  he  able  to  take  too 
much  advantage  of  the  preferential  internal  tariff  in  other  Common 
Market  countries. 

My  last  reason  for  viewing  prospects  for  tobacco  exports  with  some 
optimism  is  one  I  want  to  talk  about  at  more  length.  It  is  our  foreign 
trade  policy. 

The  direction  our  co’untry  chooses  to  take  in  its  foreign  trade 
policy  \7ill  determine  to  a  large  extent  the  future  of  our  tobacco  exports. 

You  gentlemen  are  well  aware  of  the  significance  of  a  high  level  of 
foreign  trade --not  only  to  the  tobacco  industry,  but  to  all  segments  of 
our  economy.  Spokesmen  for  the  tobacco  industry  have  repeatedly  voiced 
their  strong  belief  in  the  Reciprocal  Trade  Agreements  Act  as  a  means  of 
increasing  two-way  trade.  They  have  stated  on  numerous  occasions  that 
they  are  vitally  interested  in  measures  which  would  contribute  to  the 
stimulation  of  a  high  level  of  international  trade.  They  have  recog¬ 
nized  that  the  stimulus  given  U.  S.  tobacco  exports  by  the  dollar  earn¬ 
ings  made  available  through  increased  sales  of  foreign  goods  in  this 
country,  far  outweighs  any  slight  increase  in  U.  S.  tobacco  imports  that 
may  have  occurred  from  the  gradual  lowering  of  U.  S.  tariffs. 

Not  only  tobacco  exports  are  important  to  the  economy  of  the  flue- 
cured  area,  but  also  there  are  vast  quantities  of  other  commodities -- 
both  agricultural  and  manufactured  goods --shipped  abroad.  For  example, 
during  the  past  fiscal  year,  the  share  of  our  total  exports  which  we 
can  attribute  to  the  five  major  flue-cured  producing  states  totaled 
$1.8  billion.  Of  this  total,  farm  products  accoimted  for  $550  million 
and  industrial  goods  about  $1,250  million. 
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Throughout  history  southern  tobacco  fanners  have  been  closely  linked 
with  foreign  consumers.  Your  tradition  has  been  one  of  understanding  the 
basic  essentials  of  foreign  trade.  You  have  been  among  the  supporters  of 
national  policies  that  encourage  the  expansion  of  trade.  Passage  of  the 
new  trade  legislation  will  give  U.  S.  officials  the  broad  authority 
needed  to  help  negotiate  advantageous  terms  of  trade  for  o’ur  tobacco. 

On  June  30;  19^2,  the  negotiating  authority  under  the  last  extension 
of  the  Trade  Agreements  Act  expires.  The  President  has  recommended  to  the 
Congress  a  new  instrument- -a  bolder  concept  than  we  have  had  heretofore. 

It  is  in  keeping  with  the  fast-moving  times  in  which  we  live. 

Basically,  the  President's  trade  proposals  would  extend  his  authority 
to  enter  into  trade  agreements  for  another  five  years.  They  would  broaden 
his  powers  to  reduce  tariffs,  and  include  special  provisions  for  negotiat¬ 
ing  with  countries  in  the  Common  Market.  The  proposals  modify,  but  retain 
the  principle  of,  safeguards  against  serious  injury  to  U.  S.  industry  and 
agriculture  inherent  in  the  existing  provisions  of  "peril  point"  and 
"escape  clause".  They  add  provisions  for  trade  adjustment  assistance  by 
which  farmers,  other  workers,  and  firms  suffering  damage  from  increased 
foreign  competition  can  be  aided  in  their  efforts  to  adjust  to  the 
competition. 

One  of  the  most  important  provisions  of  the  bill  is  the  following: 

"On  any  agricultural  commodity  or  product  thereof  the  President  would  be 
authorized  to  reduce  the  tariff  without  limitation  provided  he  determines 
that  this  will  insure  the  maintenance  or  expansion  of  exports  of  such 
commodity  or  product  thereof. "  I  recommend  that  the  tobacco  trade  study 
this  provision  carefully.  Its  use  would  give  us  the  opportunity  to 
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"bring  tariff  walls  down  substantially^  provided  we  are  willing  to  make 
similar  concessions. 

As  a  nation,  we  must  be  able  to  live  with  and  to  trade  with  this 
powerful  new  European  Economic  Community — the  Common  Market.  If  we  fail 
to  do  so,  we  will  not  only  hurt  ourselves  economically,  but  also  we  will 
lend  strength  to  the  divisive  forces  that  exist  in  the  world  today.  With 
well  over  half  of  our  national  budget  going  to  defense  of  our  way  of  life, 
it  is  of  paramount  necessity  that  the  United  States  and  the  new  Europe 
stand  strongly  together,  not  only  militarily  but  economically. 

The  United  States,  with  our  existing  trade  program  is  not  set  up  to 
work  effectively  with  the  European  Common  Market.  This  is  serious.  As 
the  President  has  said  of  the  Common  Market,  "It  could  be--it  should  be-- 
our  biggest,  our  most  reliable,  our  most  profitable  customer." 

The  item-by-item  approach  that  we  currently  employ  in  negotiating 
tariffs  under  the  Reciprocal  Trade  Agreements  Act  is  outmoded  insofar  as 
we  deal  with  the  European  Common  Market.  The  Common  Market  is  so  consti¬ 
tuted  that  its  administrators  are  able  to  negotiate  effectively  only  on 
the  basis  oft  across-the-board  tariff  cuts.  Our  Administration  must  have 
the  kind  of  implement  that  enables  it  to  negotiate  flexibly  and  effectively. 
It  does  not  have  such  authority  in  the  existing  Act.  A  new  Act  has  become 
a  necessity. 

We  in  agriculture  are  particularly  aware  of  this  need  to  deal 
effectively  with  the  Common  Market.  We  have  much  at  stake.  In  19^0, 
American  agricultural  exports  to  the  Common  Market  had  a  value  of  $1.1 
billion.  The  Common  Market  eventually  could  include  countries  which  now 
account  for  about  $2  billion  of  our  commercial  agricultural  exports. 
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This  is  the  essence  of  our  present  concern  with  the  agricultural 
policy  of  the  EEC- -we  can  hope  to  have  some  influence  upon  its  direction 
on  the  basis  of  our  existing  agreements  and  compacts.  But  our  possi¬ 
bilities  of  influencing  its  direction  will  be  much  greater  if  we  equip 
ourselves  with  broad  and  effective  negotiating  powers  that  will  make  our 
vast  market  more  attractive  to  our  partners  in  trade.  It  is  for  this 
reason  that  American  agriculture's  stake  in  the  President's  trade  proposal 
is  very  great. 

A  reasonable  but  firm  policy  of  using  our  total  influence  as  a  great 
trading  nation  will  mal^e  liberal  policies  on  the  part  of  our  partners 
appear  more  profitable  to  them.  And  a  U.  S.  policy  to  this  effect  will 
be  much  more  influential  if  it  can  be  applied  from  the  strength  of  the 
broad  authorities  of  the  President's  proposals. 

If  the  special  problems  of  agriculture  are  recognized,  and  a  spirit 
of  mutual  understanding  maintained,  then  I  am  confident  we  can  work  out 
reasonably  satisfactory  trade  policies  governing  agricultural  commodities. 
The  alternative- -if  there  is  too  much  chiseling  for  advantage,  if  every 
nation  strives  only  for  policies  that  serve  its  own  special  interests -- 
is  trade  chaos. 

The  domestic  agricultural  policies  of  the  U.  S.  take  account  of  the 
fact  we  are  an  exporting  nation.  As  an  exporting  nation,  we  seek  to 
expand  our  commercial  markets.  We  have  no  desire  or  intention,  however, 
of  doing  this  at  the  expense  of  the  legitimate  interests  of  our  neighbors. 
We  ask  only  the  opportunity  to  compete  fairly  and  without  discrimination. 

V/e  are  willing  to  apply  to  ourselves  the  rules  of  international  trade 


v;hich  we  recommend  to  others. 
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Given  a  framework  in  which  we  have  fair  access  to  world  markets^  it 
is  up  to  us  to  produce  efficiently  and  market  competitively.  We  are 
satisfied  that  U.  S.  tobacco  farmers  and  exporters  can  do  this. 

In  conclusion^,  let  me  assure  you  that  the  U.  S.D.A.  is  going  to  devote 
its  best  efforts  to  encouraging  a  growing  trade  and  to  obtaining  a  fair 
share  of  the  world's  markets  for  the  farmers  who  produce  tobacco  and  other 
agriciiltural  products. 


U.  S.  Department  of  Agriculture 
Office  of  the  Under  Secretary 


iP 


I  want  to  taJLk  to  you  tonight  about  cotton.  This  is  a  subject  on  which 


been  spending  a  lot  of  time  lately,  euid  I  am  glad  to  have  this  opportunity 
to  tell  you  something  about  the  views  of  the  U.  S.  Department  of  Agriculture. 


I  wish  to  speak  particularly  about  the  prospects  for  new  cotton 
legislation  --  which  are  excellent.  The  reason  why  the  prospects  are  excellent 
is  because  it  is  a  matter  of  necessity.  There  are  so  many  people  who  need  cotton 
legislation  so  badly  that  they  are  simply  going  td  have  to  get  together  — 
submerge  their  differences  --  and  work  to  get  a  bill  passed. 

This  may  not  be  a  very  happy  reason  for  passing  a  law,  but  it  is  a 
very  powerful  ard  effective  one.  Cotton  legislation  is  badly  needed. 

There  has  been  a  need  for  new  cotton  legislation  for  some  time . 

Changes  have  been  needed  particularly  to  enable  cotton  to  conqpete  more 
effectively  with  synthetic  fibers  in  the  domestic  market  and  to  make  U.S. 
cotton  textiles  more  coii5>etitlve  with  foreign  imports. 

Under  existing  law,  progress  toward  these  particular  goals  might  be 
made  by  reducing  the  support  price.  However,  sinply  to  reduce  the  support 
price  would  have  a  markedly  adverse  effect  upon  producer  Income.  We  have 
Insisted  and  continue  to  insist  on  a  program  which  will  protect  the  Income  of 
cotton  farmers. 


Address  on  'Prospects  for  Cotton  Legislation'^  by  Under  Secretary  of  Agriculture 

Charles  S.  Murphy,  scheduled  for  delivery  at  the  23rd  Annual  Meeting  of  the 
Agriculture^.  Council  of  Arkansas,  Hotel  Peabody,  Menqphls,  Term.,  Monday, 
,DecgB^er_3^^2j_at_6i^j?^^^ _ _ _ _ __ 
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The  need  for  new  legislation  has  been  made  much  more  acute  by  recent 


First;  there  has  been  a  sharp  increase  in  imports  of  cotton  textiles. 
For  the  first  nine  months  of  calendar  year  19^2;  cotton  textile  imports  were 
15)  78  percent  above  the  conqparable  I961  period.  Total  Imports  of  cotton 
textiles  on  a  raw  fiber  equivalent  basis  were  502,000  bales  in  the  first 
nine  months  of  the  year,  which  was  a  record  level. 

Second,  there  has  been  mounting  evidence  of  the  loss  of  cotton 
markets  to  competing  man-made  fibers .  We  hear  of  mere  and  more  cases  where 
rayon  and  other  synthetic  fibers  are  being  substituted  for  cotton.  The 
production  of  man-made  fibers  for  the  first  half  of  this  year  was  32  percent 
above  a  year  earlier.  While  cotton  consunqption  is  also  up  moderately  during 
the  first  six  months  of  I962  October  the  daily  rate  of  mill  consumption 
had  dropped  to  31>000  bales  compared  with  3^>000  bales  last  year.  Synthetic 
consumption,  on  the  other  hand,  continued  22  percent  above  October  of  last  year. 

The  third  recent  event  which  has  addeA  great  urgency  to  the  need 
for  cotton  legislation  is  the  adverse  finding  of  the  Tariff  Commission  with 
respect  to  our  recommendation  for  an  Import  equalization  fee  on  inserted  cotton 
textiles  to  offset  the  per  poiand  export  payment  on  raw  cotton.  You  will 
recall  that  this  matter  was  referred  to  the  Tariff  Commission  by  President 
Kennedy  upon  the  recommendation  of  the  Department  of  Agriculture .  It  was  oiir 
view  that  the  difference  in  the  cost  of  raw  cotton  to  our  own  textile  mi 1 Is 
compared  with  the  cost  to  foreign  mills  not  only  placed  an  unfair  burden  upon 
our  textile  industry,  but  also  interfered  with  operation  of  the  cotton  price 
sv^port  program.  However,  the  Tariff  Commission  found  to  the  contrary,  and 
so  this  avenue  of  relief  was  closed. 


(more ) 
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The  adverse  consequences  of  these  recent  events  are  pointed  up  by  the 
fact  that  although  the  national  acreage  allotment  for  I962  was  reduced  nearly 
400,000  acres  below  the  I96I  allotment,  the  carryover  is  increasing  by  over 
a  million  bales.  In  short,  it  has  been  made  plain  that  ve  cannot  sell  cotton 
at  1962  price  levels  and  also  maintain  the  I962  acreage  allotments  without 
an  unwarranted  increase  in  cotton  stocks . 

Into  this  situation,  there  came  on  September  6,  19^2,  a  very  powerf\il 
ray  of  hope.  In  fact,  you  might  say  it  is  far  more  than  a  ray.  Perhaps  it 
is  more  like  a  floodlight  beaause  it  has  completely  changed  the  locks  of  the 
cotton  picture.  I  refer,  of  course,  to  President  Kennedy's  Instructions  to  the 
Department  of  Agriculture,  from  which  I  quote  as  follows: 

"Thus,  the  ineqiilty  of  the  two-price  system  of  cotton 
costs  remains  as  a  unique  burden  upon  the  American 
textile  industry,  for  which  a  solution  must  be  found 
in  the  near  futxire . 

"I  am  therefore  requesting  the  Department  of  Agri¬ 
culture  to  give  immediate  attention  to  the  formulation 
of  a  domestic  program  that  would  eliminate  this  inequity. 
....  Such  a  program  will  undoubtedly  require  enabling 
legislation. 

"...  early  in  the  next  session  of  Congress  I  shall 
recommend  legislation  designed  to  remove  the  inequity 
created  by  the  present  two-price  system." 


(more ) 
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Now,  ladies  and  gentlemen,  with  leadership  like  this  from  the 
President  of  the  United  States  many  things  begin  to  become  possible  that 
were  far  out  of  reach  before .  We  begin  now  to  see  the  shape  of  a  cotton 
program  that  Kill  not  only  equalize  the  competitive  position  of  our  own 
domestic  textile  mills,  but  will  do  far  more  than  that  --  a  program  which 
will  increase  the  consumption  of  cotton,  will  make  it  more  competitive  with 
synthetic  fibers,  will  assure  the  cotton  farmer  of  a  market  for  his  crop, 
will  stimulate  business  activity  throughout  the  entire  cotton  industry,  and 
(and  this  is  very  important)  will  also  reduce  the  cost  of  cotton  textiles 
to  the  consumer. 

You  wIUl  note  that  the  President's  instructions  to  us  were  couched 
in  rather  gentle  terms.  He  said  "I  am  therefore  requesting  the  Department 
of  Agriculture  to  give  immediate  attention  to  the  formulation"  of  a  program. 
I  can  assure  you  that  a  request  from  the  President  receives  very  respectful 
attention  in  the  Department  of  Agriculture  .  We  con^ly  to  the-ljest  of  our 
ability,  so  when  we  got  this  request,  we  started  to  work. 

We  put  our  cotton  experts  in  the  Department  to  work  exploring  a3_I 
reasonable  possibilities  for  carrying  out  the  President's  request,  and  we 
also  called  our  Cotton  Advisory  Committee  to  Washington  to  meet  with  us . 

This  is  a  very  fine  committee.  It  has  been  my  privilege  to  work  with  them 
rather  closely  during  the  past  two  years.  This  has  been  for  me  a  very 
interesting  and 'instructive  experience  —  and  for  the  most  part  a  very 
pleasant  one . 
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The  committee  has  33  members  who  come  from  all  parts  of  the  cotton 
belt.  It  is  a  very  knowledgeable  group  and,  I  believe,  is  fairly  representative 
of  the  views  of  cotton  producers  from  all  parts  of  the  cotton  belt . 

Although  all  segments  of  the  cotton  industry  --  the  ginners,  the 
merchants,  the  exchanges,  the  mills  and  others  —  are  represented  on  the 
advisory  committee,  a  majority  of  the  members  are  cotton  producers.  We  believe 
this  is  as  it  should  be  because  the  primary  responsibilities  of  the  Department 
of  Agriculture  are  toward  the  farmer.  We  are  fully  aware,  of  course,  that 
the  farmers'  well-being  is  interdependent  with  that  of  the  other  segments  of 
the  cotton  Industry,  and  we  want  o’or  activities  to  be  helpful  to  all  of  them. 

The  producer  representatives  on  the  advisory  committee  come  from  all  sections 
of  the  cotton  belt  from  California  to  North  Carolina  and  represent  varying  points 
of  view.  While  there  are  many  things  that  these  producers  agree  upon,  there 
are  others  about  which  they  do  not  agree  and  sometimes,  as  you  may  well 
imagine,  the  disagreement  becomes  quite  vigorous. 

This  advisory  committee  met  with  us  in  the  Department  on  Get.  8  and 
9.  We  talked  for  two  days.  I  think  it  is  fair  to  say  that  we  had  a  full, 
free  and  frank  discussion.  At  the  beginning  of  the  meeting,  I  obtained  a 
unanimous  consent  agreement  that  no  one  would  lose  his  temper  on  the  first 
day.  This  agreement  was  adhered  to.  However,  on  the  second  day,  things 
warmed  up  considerably.  But  the  meeting  proceeded  without  actual  physical 
violence  and  came  to  a  successful  conclusion.  I  believe  that  we  received 
from  the  committee  some  srery  significant  advice.  Its  recommendations  are 
reflected  in  a  press  release  about  the  meeting  which  was  Issued  on  Cct. 
and  which  reads  as  follows: 


(more ) 
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"The  Advisory  Connnittee  on  Cotton  reconmended  today  to  the  U.  S. 
Department  of  Agriculture  that  a  'trade  incentive'  plan,  combined  with  a 
choice  program  offered  to  growers  for  plant i‘ng  additional  acreage  if  consumption 
warranted  it,  be  considered  for  the  I963  and  subsequent  cotton  crops. 

"Legislation  would  be  required  for  such  a  program. 

"In  a  two-day  meeting  in  Washington  Cct.  8-9,  the  Committee  also 
discussed  statistics  on  relative  changes  in  consumption  of  cotton  and  synthetic 
fibers,  and  considered  the  crop  outlook,  skip  row  planting.  Public  Law  480 
Programs,  and  the  export  program. 

"The  Committee  suggested  that  the  trade  incentive  plan  be  designed 
to  eliminate  the  inequity  of  the  two-price  system  of  cotton  under  which  the 
American  textile  Industry  pays  more  for  U.S.  cotton  than  foreign  users;  to 
increase  consumption,  to  provide  the  means  to  increase  cotton  acreage  if 
necessary  and  to  lower  costs  to  the  government. 

"It  was  suggested  that  the  program  be  formulated  with  freely 
negotiable  Payment -In -Kind  certificates  to  be  issued  to  the  last  handler. 

"Some  form  of  a  choice  program  for  planting  additional  acres  of 
cotton,  to  be  incorporated  in  the  suggested  cotton  plan  for  I963  and  subsequent 
years,  could  be  put  into  effect  by  the  Secretary  of  Agriculture,  the  Committee 
recommended,  when  it  was  decided  that  additional  production  might  be  required 
to  meet  domestic  and  world  markets. 

"Growers,  the  Cemmittee  recommended,  could  then  plant  additional  acres 
equal  to  a  percentage  of  their  basic  allotment  and  would  receive  approximately 
the  world  price  for  cotton  produced  on  that  acreage . " 
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I  did  not  prepare  this  press  release,  but  since  it  has  been  issued, 

I  have  revieved  the  transcript  of  the  meeting  and  in  my  judgment  the  press 
release  fairly  reflects  what  transpired  at  the  meeting. 

Since  t'Ctober  9^  we  have  had  many  discussions  within  the  Department 
of  Agriculture  and  with  representatives  of  outside  groins.  I  know  that  others 
who  are  vitally  interested  in  cotton  have  been  having  discussions  among 
themselves . 

I  have  recently  had  the  opportunity  to  confer  on  this  matter  with 
the  Chairman  of  the  Committee  on  Agriculture  of  the  House  of  Eepresentatlves , 
and  also  with  the  Chairman  and  several  other  members  of  the  Subcommittee  on 
Cotton.  The  Chairman  of  the  Subcommittee  is  the  very  able  Congressman  from 
Arkansas  that  we  are  privileged  to  have  with  us  tonight,  Mr.  Gathings .  We 
met  this  mcrning  in  his  office  in  West  Men^jhis  with  other  members  of  the 
Subcommittee  who  are  attending  this  meeting. 

o 

Cotton  producers  are  fortunate  to  have  so  many  members  on  the 
Agricultural  Committees  of  Congress  who  are  thoroughly  familiar  with  cotton 
and  vitally  interested  in  its  welfare .  I  think  you  can  be  confident  that 
these  gentlemen  are  going  to  provide  the  leadership  needed  to  get  the  necessary 
legislation  enacted.  In  my  talks  with  them,  I  have  reported  on  the  work  we 
have  been  doing  and  on  our  analysis  of  the  problems  and  the  possibilities.  I 
have  assured  them  that  the  Department  of  Agriculture  will  give  them  all 
possible  assistance  in  developing  new  legislation  to  meet  the  urgent  sitiiation 
confri^ntlng  the  cotton  industry. 
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We  in  the  Department  of  Agriculture  have  also  had  preliminary 
discussions  with  the  White  House,  the  Bureau  of  the  Budget,  and  the  Council 
of  Economic  Advisers .  We  have  thus  been  exploring  as  thoroughly  and  diligently 
as  we  could  all  phases  of  this  matter.  There  have  not  yet  been  any  final 
decisions  as  to  the  recommfindations  which  the  Department  of  Agricultxire  will 
make  to  the  President.  I  will  be  glad,  however,  to  give  you  some  of  my  personal 
impressions  as  to  how  things  are  shaping  up. 

First,  I  would  say  that  I  believe  there  is  a  lot  of  support  for  a 
program  generally  along  the  lines  recommended  by  the  advisory  committee,  and 
I  believe  a  program  along  those  lines  offers  the  best  hope  of  obtaining  enough 
agreement  to  get  a  bill  passed  quickly  after  Congress  meets  in  January.  Let 
me  make  it  plain  that  I  do  not  think  anyone  is  going  to  get  a  bill  that  is 
exactly  what  he  wants.  I  think  everyone  is  going  to  have  to  give  a  little, 
and  in  my  judgment  anyonevvho  does  Insist  on  having  things  axactly  his  own 
way  is  going  to  imperil  the  whole  enterprise . 

More  specifically,  I  find  very  general  agreement  on  a  trade  incentive 
plan  such  as  the  cemmittee  recomnended  to  bridge  the  gap  between  the  support 
price  level  and  the  effective  price  at  which  cotton  is  to  be  made  available 
to  domestic  mills .  The  key  element  in  such  a  plan  would  be  equalization 
payments  either  in  cash  or  in  kind  to  someone  other  than  the  producers .  This 
would  be  a  most  important  component  of  the  program  to  eliminate  the  inequity 
of  the  two-price  system. 
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The  other  major  con^jonent  of  the  program  lies  in  the  area  of  possible 
changes  in  the  price  support  program.  As  I  said  earlier^  it  is  now  apparent 
that  we  cannot  continue  both  price  supports  and  acreage  allotments  at  I962 
levels . 


The  1963  national  allotment  has  already  been  announced  at  16,250,000 
acres.  Under  existing  law,  given  the  present  supply-demand  situation,  this  is 
both  the  minimum  and  the  maximum  permitted.  Under  present  conditions,  it 
could  not  be  Increased  without  n^  legislation.  The  support  price  for  the 
1963  crop  has  not  yet  been  announced,  but  many  people  are  saying  that  it  must 
be  reduced  below  I962  levels . 

When  I  think  of  the  kind  of  legislation  that  would  best  meet  this 
problem,  I  feel  that  I  could  not  bring  myself  to  recommend  a  program  which 
would  not  allow  a  cotton  grower  to  continue  to  receive  price  support  at 
approximately  the  I962  level  if  he  were  willing  to  take  a  cut  in  acreage . 
Similarly,  I  could  not  bring  myself  to  recommend  a  program  that  would  not  allow 
a  grower  to  continue  to  have  as  much  acreage  as  he  had  in  I962  if  he  were 
willing  to  take  a  cut  in  price  support.  Inevitably,  then,  I  find  myself 
believing  that  a  choice  program  is  the  best  solution. 

All  growers  are  going  to  be  called  upon  to  make  a  contribution  to 
placing  the  cotton  industry  on  a  sounder  basis.  It  seems  to  me  eminently 
fair  to  allow  each  grower  to  choose  whether  to  make  his  contribution  through 
reduced  acreage  or  through  a  reduced  price . 

There  are  a  number  of  administrative  arrangements  by  which  it  is 
feasible  to  operate  a  program  under  which  such  a  choice  could  be  made . 
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I  trust  that  any  reduction  either  in  acreage  or  price  the  grower  is 
called  upon  to  taJce  will  be  only  moderate  in  size,  and  I  hope  and  believe  that 
the  increased  markets  for  cotton  resulting  from  this  program  will  soon  place 
cotton  producers  on  a  firmer  and  more  profitable  basis  than  at  the  present  time. 

The  prospect  of  major  action  to  eliminate  the  inequity  of  the  two- 
price  system  and  place  the  cotton  industry  on  a  sounder  basis  is  welcomed  by 
the  entire  cotton  industry  from  producers  through  textile  mills.  Nevertheless, 
it  creates  an  acute  short-range  problem.  Because  of  the  prospect  of 
substantially  lower  prices  for  cotton  to  our  domestic  mills,  there  is  a  natural 
tendency  to  liquidate  inventories  and  to  withhold  purchases  except  for  immediate 
needs.  This  is  tr\ie  of  the  mills  *  customers  as  well  as  of  the  mills  themselves. 
The  result  is,  and  will  be  imtil  new  legislation  is  enacted,  that  there  is  a 
considerable  lag  in  the  domestic  consumption  of  cotton  —  one  which  will  soon 
result  in  near  stagnation  in  the  Industry.  In  addition,  it  is  inportant  that 
authority  be  provided  for  permitting  additional  acreage  under  a  choice  program 
prior  to  planting  time  for  the  I963  crop.  This  situation  creates  an  imperative 
need  for  the  enactment  of  new  legislation  at  the  very  beginning  of  the  next 
session  of  Congress. 

Some  people  have  felt  that  this  new  cotton  program  should  make  changes 
in  the  existing  system  for  the  release  and  reapportionment  of  cotton  acreage 
allotments .  I  have  given  this  matter  much  thought  and  have  consulted  many 
people  about  it.  It  is  my  considered  Judgment  that  it  would  not  be  practicable 
or  wise  to  attempt  to  make  this  legislation  a  vehicle  for  substantially  changing 
the  provisions  or  effectiveness  of  the  release  and  reapportionment  system. 
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The  distribution  of  acreage  allotments  could  well  stand  re -examination.  However, 
it  is  an  extremely  complicated  subject,  and  one  not  free  from  controversy,  I  am 
Inclined  to  think  that  any  substantial  changes  in  this  field  could  be  made,  if 
at  all,  only  after  considerations  extending  over  a  very  lengthy  period  of 
time . 


Now,  ladles  and  gentlemen,  I  have  touched  xjpon  some  of  the  salient 
features  of  present  cotton  problems  and  some  of  the  possibilities  in  the  new 
legislation.  I  have  carefully  avoided  mentioning  some  of  the  more  crlticeil 
specifics  of  the  new  program  because  I  did  not  know  just  what  to  say  about 
them  at  this  time.  I  do  hope  that  what  I  have  been  able  to  say  will  help 
to  clarify  the  outlook  to  some  extent. 

There  is  one  other  matter  about  which  I  would  like  to  speak 
particularly  --  the  export  price  for  American  cotton.  I  have  heard  reports 
that  potential  foreign  buyers  have  been  holding  back  on  purchases  of  American 
cotton  in  anticipation  that  thrre  might  soon  be  substantial  reductions  in  the 
price  at  which  our  cotton  would  be  available  in  foreign  markets,  I  see  no 
basis  whatever  in  fact  for  any  such  anticipations. 

The  Commodity  Credit  Corporation  has  no  intention  of  increasing  the 
present  8^  export  payment  rate  prior  to  the  end  of  the  current  marketing  year 
on  July  31,  1963. 

Neither  is  it  anticipated  that  there  will  be  any  other  change  in  the 
cotton  export  program  which  will  result  in  any  appreciable  decrease  in  the 
export  price  of  U.S.  cotton  prior  to  August  1,  I963.  The  law  reqviires  that 
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CCC  malce  cotton  available  for  export  at  con^ietitive  world  prices.  The  present 
export  payment  rate  and  sales  policies  now  appear  adequate  to  achieve  that 
purpose  for  the  remainder  of  this  marketing  year.  The  issue  of  the  export 
price  of  cotton  should  be  distinguished  clearly  from  the  objective  of  the 
expected  legislation,  which  is  to  reduce  the  effective  price  of  cotton  to 
U.S.  nills.  The  piirpose  of  that  legislation  is  to  eliminate  the  Inequity  of 
the  present  two-price  system.  Any  reduction  in  the  export  price  of  U.S. 
cotton  would  not,  of  course,  have  that  effect.  There  is  no  reason  to  believe, 
therefore,  that  the  new  legislation  would  result  in  any  appreciable  decrease 
in  the  export  price . 

In  conclusion,  let  me  say  that  I  have  greatly  enjoyed  the  opportimity 
to  be  with  you.  When  I  return  to  Washington,  I  am  going  right  back  to  work 
on  this  cotton  legislation.  We  will  be  continuing  our  discussions  within  the 
Department  and  with  other  agencies  in  the  Executive  Branch  of  the  Government. 

I  hope  that  that  the  Department's  recommendations  to  the  President  will  be 
going  forward  soon,  although  I  cannot  give  you  an  exact  date . 

I  am  sure  that  I  share  with  all  of  you  the  hope  that  the  Congress 
will  speedily  enact  legislation  --in  time  to  apply  to  the  I963  crop  —  that 
will  strengthen  not  only  the  cotton  Industry  but  the  whole  American  economy. 
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k  S,  Department  of  Agriculture 

^  Office  ef  the  Under  Secretary 

'll. 


SUGAR  AND  INTERNATIONAL  TRADE 


C  p  When  my  good  friend,  Irv  Hoff,  asked  me  to  speak  to  you,  I  was 

delighted  because  of  the  very  important  relationships  vhich  ve  in  the 
Department  of  Agriculture  have  with  the  sugar  industry.  I  welcomed  this 
opportunity  to  get  to  know  you  better. 

Then  your  President  told  me  of  the  very  keen  interest  this 
group  has  in  international  trade  generally  —  as  well  as  in  the  world 
of  sugar.  This  makes  me  doubly  glad  to  be  here  because  it  gives  me  an 
opportunity  to  talk  about  something  that  is  very  high  on  the  c’orrent 
priority  list  of  our  Department  --  a  matter  of  utmost  importance  to  our 
whole  nation,  and  one  that  is  -^ar  too  little  understood.  I  refer  to  the 
importance  of  agriculture  to  international  trade.  I  wish  to  tell  you  of 
^  the  critical  importance  this  subject  has  come  to  have  in  the  whole  fabric 
of  Free  VJcrld  unity  and  strength.  The  entire  relationship  ®f  the  United 
States  to  the  European  Common  Market,  and  the  relationship  of  the  Common 
Market  to  other  free  nations,  has  come  to  depend  to  an  extraordinary 
degree  upon  finding  solutions  for  problems  of  agricultural  trade. 

But  before  going  into  that,  I  do  want  to  tell  you  of  the 
pleasure  I  had  in  working  with  representatives  of  the  siogar  industry 
on  the  new  sugar  legislation  last  spring  and  summer.  I  received  at 
that  time  a  very  intensive  indoctrination  in  certain  aspects  of  your 
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industry.  It  was,  I  can  assiire  you,  a  very  interesting  experience;  and 
one  which  I  "believe  came  to  a  reasonably  satisfactory  conclusion.  Perhaps 
no  one  is  altogether  happy  with  the  outcome  —  or  can  afford  to  admit  it 
if  he  is.  However,  we  do  have  a  Sugar  Act,  and  it  is  working.  There 
may  he  a  little  creaking  in  the  machinery  here  and  there  --  the  Act 
does  present  to  us  in  the  USDA  some  new  and  not  altogether  simple 
problems  --  but  it  is  working. 

In  fact,  the  Sugar  Act  is  working  so  well  that  the  American  Pam 
Bureau  does  not  dare  to  attack  it;  and  when  you  can  say  that  about  any 
fam  law,  that's  a  very,  very  high  compliment. 

Actually,  we  think  the  new  Act  will  be  very  effective  in  helping 
us  to  accomplish  our  major  goal  in  sugar  legislation  --  which  is,  of 
course,  to  secure  a  stable  and  dependable  supply  of  sugar  at  prices  that 
are  fair  to  U.  S.  producers  and  reasonable  to  U.  S,  consumers.  During 
the  last  few  months,  we  have  operated  under  the  two  novel  provisions 
of  the  1962  Amendments:  the  so-called  global  portion  of  the  Cuban  quota 
and  the  variable  import  fee, 

I  believe  that  we  have  now  had  enough  experience  with  these 
provisions  to  say  that  they  do  work.  All  sugar  exporting  countries  with 
which  we  are  in  diplomatic  relations  and  which  have  most -favored-nation 
status  can  now  compete  to  supply  a  substantial  portion  of  our  sugar 
requirements.  From  the  viewpoint  of  supply  assurance,  which  is  of 
particular  interest  to  sugar  consumers,  much  needed  flexibility  is  added 
to  our  system.  During  the  last  half  of  this  year,  the  global  quota  sugar 
on  which  the  full  fee  was  paid  balanced  the  arrival  schedules  of  refiners 
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dTiring  periods  when  quota  sugar  was  not  being  offered  in  sufficient 
quantities.  It  is  my  understanding  that  the  mechanics  for  paying  the 
fee,  for  earmarking  quantities  within  the  global  quota,  and  for  fixing 
the  amoimt  of  the  fee  far  enough  in  advance  to  accommodate  the  variety 
of  commercial  transactions  which  are  prevalent  in  the  sugar  trade,  have 
been  worked  out  to  the  satisfaction  of  the  merchants  and  other  principals 
in  sugar  transactions, 

I  believe  the  global  quota  provision,  by  significantly  broadening 
the  market  for  world  sugars,  has  contributed  substantially  toward  the 
welfare  of  the  countries  of  the  world  which  depend  upon  sugar  exports 
for  a  large  part  of  their  foreign  exchange. 

During  the  last  two  years,  sugar  production  has  been  lagging 
behind  world  consumption  rates.  This  is  understandable  in  view  of  the 
low  prices  which  have  prevailed  for  world  market  sugars  in  recent  years 
and  the  effects  of  political  developments  in  some  producing  countries. 
Broadening  the  market  for  such  sugar  will  tend  to  bring  stability  to  the 
international  market  and  to  relieve  the  stress  created  by  special  sugar 
trading  arrangements  of  a  number  of  countries  including,  of  course,  the 
United  States, 

I  do  wish  to  commend  your  industry  for  the  reasonable  and 
rational  basis  on  which  it  approached  the  matter  of  obtaining  new 
legislation,  and  to  express  my  pleasure  for  the  opportunity  I  had  to 
work  with  the  ind\istry’s  representatives  in  that  regard. 
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Now,  if  I  may  turn  to  the  subject  of  agric\ilture  in  international 
trade,  I  would  like  first  to  give  you  a  few  facts  and  figures. 

The  United  States,  as  we  all  know,  has  a  tremendously  productive 
agricultural  plant,  and  from  that  plant  we  are  exporting  about  15  percent 
of  the  production.  This  coir^ares  with  about  8  percent  of  our  non-farm 
production  sold  in  foreign  markets.  For  the  year  ending  June  I962, 
agricultural  exports  reached  a  record  total  of  $5»1  billion.  This  is 
one -fourth  of  all  the  exports  from  the  United  States.  We  are  the  world’s 
largest  exporter  of  farm  products. 

During  the  past  five  years,  the  aggregate  value  of  our  exports  of 
agricultural  commodities  exceeded  our  imports  of  such  commodities  by 
$5»^  billion,  and  this  amount  is  on  the  credit  side  of  our  balance  of 
payments  ledger. 

We  have  consistently  exported  more  con^ietitive  agricultural 
products  than  we  have  imported.  This  fact  eloquently  attests  to  the 
efficiency  of  American  farm  production.  There  are  some  who  suggest  that 
this  balance  is  maintained  through  the  use  of  extensive  in^jort  controls 
on  these  competitive  products.  Let  me  correct  this  erroneous  notion. 

We  have  been  fairly  generous  in  past  trade  negotiations  in 
granting  access  to  our  markets  for  competing  agricultural  products. 

These  concessions  have  been  granted  in  exchange  for  concessions  we  have 
obtained  from  other  countries  on  our  exports,  often  industrial  exports. 
The  results  add  up  to  a  liberal  trade  policy  on  our  part  with  respect  to 
agricultural  imports. 
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Import  controls  limiting  the  quantity  which  foreign  suppliers 
can  sell  in  the  U.  S.  market  are  applied  today  on  only  five  agricultxiral 
commodities  --  cotton,  wheat  and  wheat  flour,  peanuts,  certain  manu¬ 
factured  dairy  products,  and  sugar.  Moreover,  the  domestic  production 
of  all  these  commodities,  except  dairy  products,  is  restricted.  All 
other  agricultural  imports  of  the  U.  S.,  which  include  fresh  and 
frozen  heef  and  lamb,  pork,  a  large  variety  of  canned  meat  products, 
vegetable  oils,  fruits  and  vegetables,  tobacco,  and  even  feed  grains, 
are  permitted  unrestricted  entry  and  are  subject  to  only  moderate  tariffs. 

It  is  sometimes  suggested  that  a  more  extensive  use  of 
export  subsidies  would  substantially  increase  our  agricultural  exports 
and  result  in  a  significant  contribution  to  meeting  our  balance  of 
pa;;,mients  difficulties.  V/e  have  used  export  subsidies  primarily  where 
needed  to  maintain  our  fair  share  of  the  world  trade  in  certain 
commodities.  Ue  now  malie  export  payments  on  a  limited  number  of 
products,  lie  feel  that  if  used  indiscriminately,  export  subsidies 
could  not  only  seriously  disrupt  orderly  international  trade,  but 
could  also  endanger  our  balance  of  payments  condition.  Any  undue 
disruption  of  trade  patterns  might  bring  about'  retaliatory  measures 
not  only  against  the  subsidized  product,  but  against  our  industrial 
exports  as  well,  lie  are  following,  and  propose  to  continue  to  follow, 
a  responsible  coirrse  in  agricultural  traCe.  IJe  also  feel  that  we 
should  be  able  to  expect  our  major  trading  partners  to  do  the  same. 
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It  is  dollar  exports  --  trade  vith  the  so-called  developed 
countries^  and  particularly  vith  the  Coimnon  Market  --  that  I  vould 
nov  like  to  discuss.  In  fiscal  year  19^2^  Canada^  Japan^  and  the 
U.  K.  vere  grouped  closely  together  as  the  leading  individual  export 
markets  for  our  farm  products.  Each  ]jought  about  $500  million  vorth 
of  agricultural  products.  Also  in  19^2,  as  a  group,  the  six  members 
of  the  Common  Market  bought  about  $1.2  billion  of  U.  S.  agricultural 
commodities  out  of  total  U.  S.  dollar  exports  of  $3*5  billion. 

The  rapid  rate  of  grovth  and  the  booming  economy  of  the 
Coiranon  Market,  attributable  no  doubt  in  large  part  to  its  developing 
economic  unity,  have  afforded  us  increased  potential  outlets  for  our 
farm  production.  Prosperity  in  VJestern  Europe  has  brought  increased 
demand  for  meat,  poultry,  millc  and  eggs  --a  demand  that  has  expanded 
livestock  and  poultry  numbers .  Me  foresee  that  as  the  economy  of 
this  area  becomes  more  prosperous,  there  vill  be  an  ever-increasing 
demand  for  food  and  fiber.  Hovever,  there  is  a  grave  questioii  as 
to  vho  vill  be  alloved  to  supply  this  increasing  demand  --  and,  indeed, 
as  to  vhether  the  U.  S.  and  other  third  countries  vill  not  have  the 
doors  of  historic  trade  closed  in  their  faces. 

The  prospects  for  a  continued  outlet  for  our  agricultural 
exports  vill  be  determined  in  large  part  by  the  evolving  Common 
Agricultural  Policy  of  the  EEC.  Ue  are  disturbed  by  the  mounting 
evidence  that  this  policy  vill  be  regressive  and  trade -restrictive . 

We  have  been  urging  that  the  Common  Market  develop  its  Common 
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Agrioultural  Policy  along  lines  consistent  with  the  uaintenance  of  inter¬ 
national  trade.  By  this  we  nean  that  it  should  foruulate  its  agripultioral 
policies  so  as  to  oaintain  a  level  of  international  trade  consistent  with 
principles  of  fair  coupetition  having  due  regard  to  its  position  as  a  uajor 
iuporter  of  agricultural  coui.iodities  and  a  uajor  exporter  of  industrial 
products.  Such  a  policy  is  not  only  required  in  the  interest  of  fairness  to 
friendly  agricultural  exporting  comitries,  such  as  the  United  States,  but  in 
the  interest  of  the  Coouon  Market  itself. 

Industrialization  in  Western  Eiorope  has  historically  been  aided  by 
the  inportation  of  noderately  priced  agricultural  and  other  raw  naterials 
froa  outside  the  area.  Its  industries  as  well  as  its  consuaers  have  greatly 
benefited  froa  this  practice.  We  want  to  see  it  continued.  The  formation  of 
the  Comon  Market  has  ushered  in  a  new  period  of  economic  growth  which  can  be 
continued  and  even  accelerated  if  its  consumers  and  its  factories  continue  to 
have  access  to  moderately  priced  agricultural  imports. 

Our  hopes  for  liberal  trade  policies  are  being  realized  on  some 
products.  Tliese  are  the  products  which  the  Common  Market  does  not  produce 
at  all,  or  produces  iii  small  volume.  These  include  cotton,  soybeans  and 
soybean  meal,  tallow,  hides  and  skins,  certain  fmits  and  vegetables,  and 
some  other  farm  products.  These  commodities  represent  about  $700  million 
worth  of  our  farm  products  shipments  to  the  area.  For  these  products,  the 
EEC  proposes  to  apply  a  fixed  common  external  tariff.  The  prospects  are 
bright  that  o\ir  exports  of  these  products  as  a  group  will  expand  as  that 
trading  area  expands.  However,  even  for  these  commodities,  trade  is  not 
entirely  free  of  problems.  For  some  products,  the  duties  are  still  high. 
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For  the  renainder  of  our  current  trade  with  the  Coouon  Market, 
anounting  to  nearly  $500  r.iillion,  we  are  concerned  over  the  future  prospects. 
This  includes  our  trade  in  wheat  and  wheat  flour,  feed  grains,  certain  neat 
products,  poultry,  eggs,  and  rice.  The  reason  for  this  concern  is  the  enphasis 
placed  by  the  EEC's  connon  agricultural  policies  on  variable  levies  and 
niniuuu  inport  prices  rather  than  on  fixed  tariffs.  This  levy  system  is 
designed  to  make  possible  unlimited  protection  to  domestic  production  and  can 
readily  be  used  for  the  deliberate  purpose  of  achieving  self-sufficiency. 

It  should  be  entirely  clear  that  there  is  a  vital  difference 
between  the  import  fee  system  we  have  for  sugar  and  the  Common  Market's  variable 
levy  system.  This  difference  is  that  we  have  guaranteed  exporting  nations  a 
very  substantial  part  of  the  U.S.  sugar  market--about  kO  percent — and  a 
’share  that  is  in  line  with  past  trade  history.  This  is  an  extremely  important 
contribution  to  keeping  open  the  channels  of  agricultural  trade --and  one  which 
was  not  accomplished  cheaply  or  easily.  There  are  a  plenty  of  battle  scars 
in  this  room  that  will  attest  to  that  fact. 

We  have  no  reason  to  be  ashamed  of  the  liberality  of  our  ii.iport 
policies  for  agricultural  products.  If  the  EEC  would  only  do  for  the  world's 
wheat  what  we  have  done  for  the  world's  sugar--that  is  to  keep  its  doors 
open  for  a  share  of  the  market  in  line  with  past  hi story- -that  would  be  a 
responsible  and  satisfactory  solution  of  this  very  difficult  problem. 

The  first  Community-wide  regulations  for  agricultural  corcmodities 
want  into  effect  on  July  30/  19^2.  The  regulations  for  wheat,  flour,  feed 
grains,  poultry,  eggs,  and  pork- -all’  items  of  important  trade  interest  to  the 
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United  States --establish  variable  levies  to  replace  the  previcaisly  existing 
tariffs  and  other  trade  regulating  nechanisns.  These  levies  vill  vary  fron 
time  to  time  and  to  the  extent  necessary  not  only  to  equalize  the  price  of 
the  imported  products  with  the  EEC's  internal  domestic  prices  but  also  to 
afford  a  price  preference  for  the  marketing  of  domestic  production.  Domestic 
pilces,  most  of  vtiich  are  already  high,  will  be  fixed  by  government  action. 
Under  this  system,  a  non-member  supplier — no  natter  how  efficient  he  may  be — 
can  never  get  a  price  advantage  over  the  domestic  prod\icer  when  the  variable 
levy  is  applied.  It  is  the  purpose  of  this  device  to  equalize  the  cost  of 
imports  with  the  pred.etermined  levej  of  internal  prices.  EEX3  prodiicers  will 
be  guaranteed  a  market  for  al].  they  can  produce  at  the  price  leveln.  fioced  by 
the  governmental  body.  The  pressures  for  high  internal  prices  will  be  great. 
The  use  of  this  system  to  maintain  high  internal  tai'get  prices  coilLd  provide 
a  powerf'ui  stimulus  to  uneconomic  production  and  a  substantial  decrease  of 
imports . 


Wheat,  flour,  feed  grains,  and  poultry  products  account  for  rxrst 
of  the  value  of  the  U.S.  expox'us  that  wiij.  be  affected  by  the  variable  import 
levy  system.  In  the  marketing  year  I96I-62,  our  exports  to  the  EEC  of  wheat 
and  flour  were  $.121  miidJon;  feed  grains,  $271.  millioii;  and  poultry  and  eggs, 
$67  million.  Trade  data  now  available  do  not  enable  an  evaluation  of  the 
impact  of  this  sysi.em  on  our  trade  in  .;hieat  and  feed  grains  since  its  ad^ptiAn 
on  J\ily  30.  Due  to  the  over-protection  afforded  by  this  system,  our  trade 
in  flo\xr  has  yirtually  disappeared.  There  has  been  a  substantial  slowing, 
down  of  o\ir  sales  of  poultry  and  egg  products  since  July  This  is  due 

primarily  to  the  applicat.ijDn  of  levi.es  and  r.n‘  ni  r.nim  import  prices  which  has 
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resulted  in  an  irrport  charge  of  about  12-j  cents  a  pound  on  poultry  by  West 
Germany,  our  major  market,  in  place  of  a  duty  of  about  per  pound:  charged 
before  July  30* 

The  combined  value  of  these  exports  approaches  $500  million.  The 
loss  of  any  substantial  part  of  this  would  have  a  serious  effect  upon  our 
balance-of -payments  position. 

A  comparison  of  import  charges --where  valid  comparisons  are  available 
--clearly  shows  the  extent  of  the  increase  in  levels  of  protection  for  those 
comi'jodities  about  which  we  are  especially  concerned.  The  following  table 
illustrates  selected  examples  of  import  levies  in  major  markets  for  certain 
comiaodities  before  and  after  the  Comraon  Agricultural  Policy  became  effective: 

Iiaport  Levies 
(Dollars  per  M.T. ) 


Coraiuodity 

Netherlands 

Germany 

Prior  to 
July  1 

After 

July  30 

Prior  to 

July  1 

After 

July  30 

Wheat 

1/ 

3.19 

33.25 

42.50 

61.25 

Wheat  flour 

14.50 

49.60 

- 

- 

Corn 

16.67 

18.63 

46.05 

55.20 

Barley 

16.67 

21.03 

35.69 

49.40 

Sorghums 

16.67 

21.07 

45.84 

55.15 

Poultry 

- 

2/ 

4.5  -  5.0 

12.5  3/ 

l/  Fortified  by  mixing  regulation  (35“^  domestic --6 5'^  imported);  mixing 
regulation  no  longer  in  effect  under  CAP  (after  July  30 >  19^2) . 

2/  Cents  per  pound. 

3/  Levy  of  9*7  cents  per  pound  plus  gate  price  differential  of  2.8  cents 
per  pomid. 
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You  can  readily  see  how  these  radically  increased  burdens  on  U.S. 
exports  could  play  havoc  wi-th  existing  trade  patterns. 

The  aiiount  of  0''ur  trade  threatened  by  the  Cor.ir.ion  Agricultural 
Policy  would  be  increased  if  the  U.K,  should  becone  a  nenber  of  the  EEC.  In 
fiscal  1962,  our  agricultural  -exports  to  the  U.K.  were  about  $500  million. 

If  the  variable  levy  system  of  the  Conr.ion  Market  were  applied  to  the  United 
Kingdom,  it  would  affect  $130  million  worth  of  those  exports  to  the  U.K.  of 
grains  and  certain  livestock  products. 

We  have  had  numerous  discvissions  with  Common  Market  officials  and 
pointed  out  that  uider  their  levy  system,  the  key  element  is  that  of  the 
level  of  prices  set  by  the  Commuiiity.  We  have  lorged  that  they  demonstrate 
their  declared  intentions  of  following  a  liberal  trade  policy  in  agriculture 
by  establishing  moderate  price  levels  for  their  grain  products.  This  would 
retard  expansion  of  uneconomic  production  and  permit  trade  with  efficient 
producers  to  continue . 

There  has  been  increasing  emphasis  by  Community  officials  in  these 
discussions  on  the  need  for  international  cormodity  arrangements  to  deal  with 
some  of  these  troublesome  agr5 '•ultural  trade  problems.  On  our  part,  we 
believe  that  international  coo.iodity  arrangements  merit  consideration,  if 
they  are  designed  to  preserve  legitimate  trade  patterns.  We  are  willing  at 
the  proper  time  to  seek  to  negotiate  such  arrangements.  We  have  indicated  our 
desire  that  a  meeting  be  called  early  in  I963  under  the  auspices  of  the  GATT 
in  an  attempt  to  negotiate  a  grain  agreement.  Our  objectives  as  an  exporting 
nation  would  be  to  maintain  re_.sonable  access  to  the  Corjmon  Market.  This 
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night  he  accomplished  by  aiiy  one  or  a  combination  of  several  methods,  includ¬ 
ing  maximuiu  limits  on  variable  fees  and  assured  import  quotas. 

We  do  not  look  upon  commodity  agreements  as  a  substitute  for  normal 
rules  governing  world  trade  in  farm  products.  Trade  in  the  widest  possible 
range  of  agricultural  commodities  and  food  stuffs  should  continue  to  be 
regulated  by  conventional  means  of  moderate  fixed  tariffs,  tariff  quotas  aid 
limits  on  levies.  We  firmly  believe  that  the  international  trade  rules  for 
agriculture  should  not  be  permitted  to  drift  away  from  the  rules  which  apply 
to  international  trade  generally.  In  other  words,  countries  should  seek  to 
carry  out  their  trade  policies  in  accordance  with  the  provisions  of  the  GATT, 
which  apply  to  industry'-  and  agriculture  alike. 

We  propose  to  insist  upon  fair  treatment. 

We  have  built  into  the  fabric  of  highest  U.S.  policy  a  determina¬ 
tion  to  preserve  reasonable  access  to  the  Common  Market  for  our-  agricultural 
products.  For  many  i.ionths  we  have  been  expressing  through  diplomatic 
channels  and  publicly  our  apprehensions  about  the  emerging  EEC  agricultural 
policies.  Secretary  Freeman,  on  November  I9  before  the  Agricultural  Ministers 
of  the  OECD  in  Paris,  expressed  these  apprehensions  most  vigorously. 

"We  cannot,"  the  Secretary  said,  "be  internationally-minded  in 
industrial  areas  of  our  respective  economies,  but  nationalistic  and  overly- 
protective  in  the  agricxaltural  sector.  Either  the  two  great  sectors  must  move 
forward  together  under  liberal  trade  arrangements,  or  both  will  in  time 
succumb  to  protectionism." 


(more ) 
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Under  Secretary  of  State  Ball  repeated  this  U.S.  policy  the 
following  week  in  Paris  at  the  OECD  meeting  of  Foreign  Ministers. 

It  is  only  within  such  a  fraraework  that  we  will  he  ahle  to  use  the 
Trade  Expansion  Act  of  I962  to  promote  more  liberal  trade  arrangements.  We 
have  a  mandate  by  the  Congress  to  use  this  Act  to  gain  access  for  our  agricul¬ 
tural  commodities.  This  is  evident  froi.i  the  provisions  of  Section  252. 

It  will  be  a  great  pity  if  Corxion  Market  officials  fail  to  recognize 
that  the  trading  countries  of  the  free  world  will  not  pen.iit  agricultural 
trade  to  retreat  behind  high  tariffs  and  protective  devices.  The  expanded 
EEC  would  be  a  dominant  factor  in  world  trade  in  agricultural  products.  Friendly 
countries  should  be  able  to  look  to  it  to  assume  a  proper  position  of 
responsibility  and  set  a  trade  example  which  their  trading  partners  caii  follow. 
These  countries^  as  equally  concerned  as  the  United  States  over  their  agricul¬ 
tural  trade  with  the  expanded  Community,  are  looking  for  U.S.  leadership  in 
the  forthcoming  tariff  negotiations  under  the  Trade  Expansion  Act.  There  is 
aic  increasing  awareness  that  if  this  Act  turns  out  to  be  a  meaningless  instru¬ 
ment  in  the  field  of  agricultural  trade,  and  the  Comr.ion  Market  persists  in 
providing  excessive  added  protection  for  its  own  agricultural  programs  at 
the  expense  of  outside  suppliers,  the  consequences  for  all  of  us  could  be 
very  serious,  indeed. 
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STATEIvlENT  OF  CHARIilS  S.  fCJRPHY 
UNDER  SECRETARY  OF  AGRICULTURE 


BEFORE 


IJ.  S,  DEPT.  OF  AGRICULTURE 
NAT.i!»E.  AGR:CULTUR/y.  LIBRARY. 

FEB  5  1963 

C  &  R-ASfi 


THE  PERMANENT  SUBCOMMITTES  ON  INVESTIGATIONS 


OF  THE  SENATE  COMMITTEE  ON  GOVERNMENT  OPERATIONS 


My  name  is  Charles  S.  Murphy.  My  address  is  Greenbriar  Lane,  A-nnapolis, 
Maryland.  I  am  Under  Secretary  of  Agriculture. 

I  have  worked  for  the  Federal  Government  for  26  years ^  first  as  a  laborer 
in  the  Post  Office  in  Wilmington,  North  Carolina,  and  then  as  a  clerk  in  the 
Post  Office  in  Durham,  North  Carolina,  while  I  was  going  to  school. 

From  1934  to  194-7 j  I  worked  for  the  United  States  Senate  as  a  draftsman 
in  the  Office  of  the  Legislative  Counsel.  My  principal  duties  were  to  assist 
Senators  and  Senate  Committees  in  drafting  bills  and  preparing  committee  reports. 

From  1947  to  1950^  I  vas  Administrative  Assistant  to  the  President  of  the 
United  States,  and  from  1950  to  1953,  Special  Counsel  to  the  President, 

From  1953  to  I961,  I  practiced  law  here  in  Washington. 

I  have  been  Under  Secretary  of  Agriculture  since  liarch  I96I.  It  might  be 
appropriate  for  me  to  outline  briefly  my  duties  in  that  position. 

First,  I  serve  as  general  "Number  2"  man  in  the  Department  and  have  a 
general  supervisory  function  for  all  of  its  activities  and  agencies.  This 
includes,  of  course,  not  only  the  part  of  the  activities  of  the  Agricultural 
Stabilization  and  Conservation  Service  you  have  been  studying,  but  all  the 
other  activities  of  that  agency  --  as  well  as  the  activities  of  the  other  15 
operating  agencies  of  the  Department.  In  addition  to  my  general  supervisory 
functions,  I  have  been  assigned  various  other  special  responsibilities. 
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Thus,  my  second  major  duty  is  the  direct  supervision  of  the  Foreign 
Agricultural  Service  —  there  being  no  Assistant  Secretary  to  whom  this 
function  is  assigned  at  present.  This  includes  responsibility  for  the 
Department’s  activities  in  maintaining  and  expanding  sales  of  U.S.  agri¬ 
cultural  commodities  in  foreign  markets  and  includes  the  administration 
of  a  major  part  of  the  Food  for  Peace  program  under  Public  Law  ^80. 

Third,  I  am  Chairman  of  the  Budget  Committee  of  the  Department  of 
Agriculture, 

Fourth,  I  am  President  of  the  Commodity  Credit  Corporation. 

Fifth,  I  have  been  assigned  special  responsibility  for  supervising 
the  commodity  programs  of  the  Department,  This  includes  such  things  as 
fixing  national  support  prices  and  national  acreage  allotments  for  tobacco, 
rice,  peanuts,  cotton,  wheat,  feed  grains  and  other  commodities.  It  also 
includes  policies  relating  to  the  management  and  disposition  of  Government 
stocks  of  agricultural  commodities--  and  the  purchase  and  distribution  of 
commodities  for  the  school  lunch  program  and  the  direct  distribution  program 
for  feeding  needy  persons. 

Sixth,  I  coordinate  and  review  the  Department's  staff  work  on  major 
legislative  proposals  --  and  review  all  departmental  reports  on  legislation, 
about  800  of  them  a  year. 

Seventh,  I  am  a  member,  and  usually  act  as  chairman,  of  the  Program 
Review  Board  of  the  Department. 

Eighth,  I  supervise  the  civil  defense  activities  of  the  Department, 


which  are  very  extensive. 
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Ninth^  I  reviev  all  marketing  orders  and  amendments  thereto  before  they 
are  issued.  There  are  several  hundred  of  these  a  year. 

Tenth,  I  am  the  Department's  representative  on  the  Trade  Policy  Com¬ 
mittee,  v/hich  is  the  Cabinet  committee  responsible  for  making  recommenda¬ 
tions  to  the  President  on  foreign  trade  matters. 

Finally,  I  serve  as  Acting  Secretary  in  the  absence  of  the  Secretary. 

These  various  responsibilities  entailed  an  extremely  busy  schedule  in 
the  past  fa].l  and  winter.  The  Secretary  was  away  on  an  extended  official 
trip  in  October  and  November  l:>6l.  During  this  period  it  was  necessary  to 
establish  the  national  cotton  allotment  for  I962  --  a  highly  controversial 
matter  --  vrhich  vms  set  at  over  18  million  acres.  A  considerable  readjust¬ 
ment  of  sugar  quotas  was  required  in  late  l')6l  to  stabilize  the  market. 

Sales  of  corn  and  sorghum  under  the  I961  Emergency  Feed  Grain  Program  re¬ 
quired  almost  constant  attention  in  order  to  prevent  disruption  of  normal 
trade  channels  and  market  upsets .  Much  staff  work  was  required  on  the  farm 
legislation  that  was  to  be  presented  to  the  Congress.  Work  had  to  be  com¬ 
pleted  on  the  1963  Budget.  Much  work  had  to  be  done  in  fixing  support  prices 
for  the  1962  crops.  In  December  I961  and  again  in  January  1982,  the  President 
sent  me  to  Europe  for  negotiations  with  the  European  Economic  Community  con¬ 
cerning  agricultural  e:cports. 

I  mention  these  examples  because  it  must  be  apparent  that  in  this  position 
I  cannot  give  detailed  study  to  all  of  the  decisions  that  must  be  made.  Many 
decisions,  some  of  great  importance,  must  be  made  every  day.  VJhile  the  respon¬ 
sibility  is  mine,  and  I  accept  it  fully,  I  must  rely  on  information,  briefing 
and  assistance  from  other  Department  officials  whose  specialized  fields  of 
concentration  enable  them  to  examine  special  problems  more  thoroughly. 
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Turning  to  the  Estes  case,  I  have  had  no  participation  in  and  no  detailed 
knowledge  of  any  matters  relating  to  Mr.  Estes  except  some  of  the  decisions 
relating  to  his  pooled  cotton  allotments  and  his  membership  on  the  cotton 
advisory  committee. 

Sometime  at  the  end  of  August  or  beginning  of  September  I96I,  a  Mr.  Keith 
Walden  of  Tucson,  Arizona,  came  to  my  office  to  inquire  about  cotton  allotment 
transfers.  Mr.  Walden  was  interested  in  securing  such  transfers.  He  said  he 
wanted  to  be  sure  to  comply  with  all  laws  and  regulations,  particularly  since 
he  had  heard  rumors  that  some  question  had  been  raised  about  transfers  secured 
by  another  cotton  producer.  In  response  to  my  inquiry,  he  said  the  producer 
in  question  was  Billie  Sol  Estes.  Mr.  Walden's  remarks  were  non-specific  in 
nature  and  based  wholly  on  hearsay.  I  made  Inquiries  to  determine  if  there  was 
any  basis  in  fact  for  his  statements.  These  inquiries  may  have  resulted  in  the 
memorandum  of  September  8,  I961,  from  Emery  Jacobs,  which  is  already  a  part  of 
your  record,  although  I  have  no  actual  recollection  of  having  requested  or  seen 
that  memorandum.  In  any  event,  I  learned  that  a  full  investigation  of  Estes' 
cotton  allotment  transfers  was  already  under  way  and  that  I  would  be  informed 
of  its  results.  This  was  done  at  a  meeting  on  December  4,  I98I,  which  was 
arranged  by  Mr.  Godfrey  to  brief  me  on  the  problem. 

According  to  my  recollection,  I  also  received  a  telephone  call  from  Senator 
Yarborough,  probably  in  the  latter  part  of  October,  saying  that  a  penalty  had 
been  assessed  against  Mr.  Estes  for  excess  cotton  acreage  and  asking  that  I  look 
into  it.  This  was  a  normal  request  of  the  same  kind  we  frequently  receive  from 
Senators  and  Congressmen.  Upon  inquiry  of  the  staff  in  the  Department,  probably 
at  a  meeting  in  my  office  on  October  19th,  I  learned  that  this  apparently  was  the 
penalty  of  some  $48,000  with  respect  to  the  so-called  Alabama  acreage  for  which 
no  allotment  notices  were  issued.  It  seemed  clear  that  this  penalty  was  properly 
assessed,  and  I  so  informed  Senator  Yarborough. 


At  the  December  4  meeting,  I  was  briefed  on  the  transfers  that  had  been 
made  from  the  eminent  domain  pool  and  the  results  of  the  investigation  made 
by  the  Investigation  Division  of  ASCS.  I  was  also  advised  that  as  a  result  of 
a  meeting  held  in  Mr.  Godfrey's  office  on  November  lU,  I96I,  the  I962  allotments 
had  not  been  issued. 

A  general  discussion  was  held  in  regard  to  the  law  relating  to  transfers  of 
allotments  from  the  eminent  domain  pool. 

In  the  discussion,  it  was  pointed  out  that  the  attorneys  for  Mr.  Estes  and 
other  producers  contended  that  the  sale  of  land  to  displaced  producers  was  bona 
fide,  while  officials  of  the  Department  felt  there  was  a  question  as  to  the 
validity  of  the  transfers . 

As  a  result  of  the  discussion,  I  asked  the  General  Counsel  to  prepare  a 
memorandum  dealing  with  some  of  the  legal  questions  involved. 

Uae  results  of  this  meeting  are  further  reflected  in  the  memorandum  from 
the  General  Counsel  to  me  dated  December  15,  19^1,  which  has  already  been  in¬ 
serted  in  the  record.  It  will  be  seen  that  this  memorandum  is  basically  a 
rejection  of  Estes'  position  that  he  was  entitled  to  the  allotments,  subject  to 
his  right  to  appeal  to  the  Review  Committees  and  the  courts .  The  actions  taken 
pursuant  to  this  memorandum  and  all  actions  taken  by  the  Department  thereafter 
in  which  I  participated  with  respect  to  this  matter  have  consistently  maintained 
and  protected  the  Department's  basic  position  on  this  question  while,  at  the 
same  time,  according  what  I  believe  to  be  every  citizen's  right  -  the  right  to 
a  fair  consideration  of  his  case . 

Specifically,  it  will  be  noted  that  the  December  15th  memorandum  said 
"We  understand  that  notices  of  19^2  cotton  allotments  are  being  withheld  pending 
a  final  determination  of  this  matter."  The  fact  is  that  I.962  allotment  notices 
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have  never  "been  issued  to  Estes^  and  therefore  the  Government  has  always  been 
fully  protected  as  to  the  I962  crop. 

Next,  it  will  be  noted  that  the  December  15th  memorandum  indicated  that 
with  respect  to  the  I961  cotton  planted  by  Estes  on  the  so-called  Alabama 
acreage,  the  marketing  quota  penalty  had  been  assessed  and  paid.  The  Depart¬ 
ment  has  consistently  maintained  the  position  that  this  penalty  was  properly 
inmjosed  and  should  be  retained.  The  case,  however,  is  pending  before  a 
Review  Committee  on  appeal  by  Estes.  It  must  be  apparent  that  if  an  appeal 
is  taken  in  the  Alabama  case,  there  was  real  reason  for  concern  about  appeals 
in  other  cases  where  the  Government ' s  position  appeared  to  be  substantially 
weaker. 

As  to  that  part  of  the  I961  crop  for  which  allotment  notices  were  issued, 
the  memorandum  said  the  erroneous  notice  rule  would  be  applicable  to  the  I96I 
allotment  for  which  cotton  was  planted  in  reliance  on  the  notice  and  said 
"It  appears  that  Estes  acted  upon  advice  of  his  attorney  and  relied  solely 
on  the  notices  of  allotment  erroneously  issued  by  the  county  committee  after 
approval  of  the  State  committee  had  been  obtained.  Therefore,  no  I961 
marketing  quota  penalty  is  involved  for  such  plantings  of  cotton." 
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This  language  reflected  the  Department's  understanding  of  the  facts 
as  of  that  time.  I  did  not  learn  until  April  I962  that  most  of  the 
plantings  occurred  before  the  allotment  notices  were  issued,  and  this 
means,  of  course,  that  the  erroneous  notice  rule  is  not  applicable  in 
those  instances.  But  at  the  time  of  the  meeting  of  December  4,  I96I,  as 
well  as  the  later  meeting  of  January  6,  19^2,  it  was  my  understanding 
that  no  penalty  would  be  payable  as  to  any  of  the  I96I  crop  except  the 
so-called  Alabama  acres.  It  was  also  my  understanding  that  this  was 
not  a  policy  question  at  all,  but  rather  a  result  which  followed  as  a 
matter  of  law  from  the  facts  as  they  appeared  from  the  investigation 
report . 

There  remains  the  question  of  the  allotment  transfers  themselves 
(as  distinguished  from  the  allotments  for  a  particular  crop).  The 
December  15th  memorandum  recommended  that  action  be  taken  to  cancel 
these  transfers. 

It  was  recognized  that  any  such  cancellation  would  be  subject  to 
appeal  by  the  producer,  and  that  on  appeal  the  producer  might  present 
evidence  that  could  result  in  re-establishment  of  the  transfer  of  the 


allotment. 
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On  December  22,  19^1,  a  conference  was  held  In  Mr.  Godfrey's  office, 
which  I  did  not  attend,  where  it  was  decided  to  proceed  substantially  in 
accordance  with  the  General  Counsel's  memorandum  of  December  15,  including 
cancellation  of  the  I961  transfers  of  allotment.  Mr.  Godfrey  and  Mr.  Bagwell 
reported  the  results  of  the  meeting  to  me.  I  concurred  in  this  cancellation. 

Thereafter,  notice  to  cancel  the  allotment  transfers  to  Estes  was  sent 
out  on  December  26,  I961, 

On  or  about  January  3,  19^2,  Congressman  Rutherford  of  Texas  called  me 
by  telephone  urging  that  the  Department  was  wrong  in  cancelling  cotton 
allotments  from  the  pooled  acreage  that  had  been  transferred  to  Pecos 
and  Reeves  Counties .  He  said  that  while  he  had  only  recently  become  familiar 
with  the  matter,  he  had  studied  it  with  some  care  and  he  was  convinced  that 
the  owners  had  a  meritorious  case .  He  said  that  he  was  not  well  acquainted 
with  Estes  but  was  well  acquainted  with  Estes '  attorney,  Jojm  Dennison,  and 
knew  him  to  be  a  man  of  high  integrity  and  honesty  and  a  capable  lawyer. 

He  \irged  that  a  meeting  be  held  to  give  further  consideration  to  the  matter, 
saying  that  the  parties  involved  had  spent  substantial  sums  in  reliance  on 
advice  they  had  received  from  State  and  county  offices  of  the  Department, 
and  that  in  his  j\idgment  they  were  not  being  treated  fairly. 

The  Congressman  in  no  way  suggested  that  the  case  shoxold  be  considered 
on  any  basis  other  than  its  merits,  but  on  the  merits  he  urged  that  it  be 
reconsidered. 

I  receive  many  requests  to  meet  with  Members  of  Congress  and  their 
constituents  to  discuss  actions  of  the  Department.  To  the  best  of  my 
recollection,  I  have  never  turned  down  a  request  for  such  a  meeting  that 
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was  seriously  pressed.  I  have  great  respect  for  the  Congress  and  believe 
that  we  should  pay  serious  attention  to  the  views  of  its  Members.  It  is 
not  at  all  unusual  for  them  to  ask  that  further  consideration  be  given  to 
some  action  of  the  Department  which  they  feel  may  be  vuifair  to  their 
constituents .  I  have  always  made  a  conscientious  effort  to  see  that  these 
requests  are  fully  considered.  That  is  what  was  involved  here  -  a  normal 
request  for  a  meeting  with  a  Member  of  Congress  and  some  of  his  constituents 
I  consider  it  my  duty  to  try  to  comply  with  such  a  request  from  any  Congress 
man  or  Senator  --  and  to  meet  with  them  in  good  faith  to  give  careful 
consideration  to  their  point  of  view. 

However,  in  this  case  I  did  express  reluctance  to  agree  to  the  meeting 
requested  because  of  my  very  heavy  schedule  at  that  time.  I  finally  said 
that  I  could  meet  with  the  Congressman  and  his  constituents  on  the  follow¬ 
ing  Saturday  if  he  felt  strongly  about  it,  and  he  urged  that  I  do  so. 

Accordingly,  I  did  agree  to  the  meeting  requested  by  Congressman 
Rutherford.  He  arranged  for  the  attendance  of  those  who  came  from  outside 
the  Department,  and  I  arranged  for  the  attendance  of  Department  personnel. 

In  order  that  the  statements  to  be  presented  could  be  properly  evaluated, 
and  so  that  I  could  get  the  best  advice  available  in  the  Department,  I  had 
the  legal  and  administrative  officials  most  familiar  with  the  subject  attend 
the  meeting. 
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The  meeting  was  held  on  January  6,  I962,  in  ny  office.  Those  present  were 
Congressman  Rutherford;  Senator  Yarborough;  Alex  Dickie,  Jr.,  Administrative 
Assistant  to  Senator  Yarborough;  Billie  Sol  Estes;  his  attorney,  John  Dennison; 
Ed  Jaenke,  Associate  Administrator  of  ASCS,  who  was  acting  as  Administrator  be¬ 
cause  of  the  illness  of  Administrator  Godfrey;  Joe  Moss,  Director  of  the  Cotton 
Division,  ASCS;  Emezy  Jacobs,  Deputy  Administrator  State  and  County  Operations, 
ASCS;  John  Bagwell,  General  Counsel;  Howard  Rooney  of  the  General  Counsel’s 
Office;  and  myself. 

Estes,  himself,  had  relatively  little  to  say.  He  said  that  he  had  relied 
completely  on  the  advice  of  his  attorney  to  the  effect  that  the  manner  in  -vrtiich 
the  allotments  were  transferred  from  the  pools  was  entirely  legal.  Dennison 
did  most  of  the  talking  in  presenting  their  position. 

I  asked  if  it  was  their  position  that  the  land  transactions  were  really 
bona  fide  sales  and  purchases  of  land.  They  said  very  definitely  that  they  so 
considered  them.  Dennison  said  that  the  contracts  under  which  the  displaced 
owners  obtained  the  deeds  to  the  farms  from  Estes  were  bona  fide,  that  Estes  was 
bound  by  the  contracts,  and  there  were  no  agreements  between  Estes  and  displaced 
owners  other  than  the  written  contracts.  He  emphasized  his  position  that  these 
transactions  were  carefully  checked  with  State  and  County  ASCS  officials  in 
advance  to  make  sure  they  complied  with  the  Department's  rules  and  regulations 
in  all  respects,  and  that  they  had  actually  been  approved  at  both  the  State 
and  County  level.  Dennison  stated  that  he  had  obtained  a  copy  of  the  Bridgforth 
memorandum  of  October  13,  I960,  and  believed  that  the  transactions  in  question 
were  legal  in  the  light  of  that  memoranda,  that  he  was  not  aware  at  the  time 
of  the  transactions  that  the  form  of  contract  they  used  had  been  disapproved 
in  the  Manwaring  memorandum  of  December  20,  i960,  and  that  he  did  not  know 
that  the  transactions  were  being  questioned  until  he  learned  that  an  investi¬ 
gation  was  being  made  by  the  Department. 


( 
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Senator  Yarborough  stated  that  there  seemed  to  be  a  genuine  legal 
dispute,  and  that  he  hoped  the  Department  would  consider  each  case  on 
its  merits.  Congressman  Rutherford  made  the  same  request  and  mentioned 
the  impact  of  any  decision  in  the  matter  on  the  economy  of  West  Texas. 

There  was  a  general  discussion  of  the  Review  Committee  procedure, 
and  Dennison  was  told  that  it  would  be  necessary  to  appeal  within  15 
days  from  the  date  of  the  cancellation  notices  concerning  the  pooled 
allotments.  He  stated  that  was  his  understanding  of  the  situation, 
and  said  he  would  be  hard  pressed  to  prepare  all  the  appeals  within 
that  time,  and  urged  that  he  be  permitted  to  prove  the  transactions 
were  bona  fide  without  first  going  to  the  Review  Committee.  Dennison 
was  then  told  that  the  matter  would  be  considered, 

and  he  would  be  advised  of  the  Department's  decision  by  a  tele¬ 
phone  call  to  him  at  his  hotel.  He  requested  that  any  decision  that 
was  made  also  be  confirmed  in  writing.  By  this  time,  it  was  past  the 
lunch  hour  and  the  persons  at  the  meeting  not  connected  with  the 
Department  left. 

The  persons  connected  with  the  Department  remained  and  discussed 
the  case.  It  was  decided  that  the  196I  allotment  cancellation 
notices  would  be  recalled  f©r  the  time  being  and  the  Department 
would  consider  the  matter  further,  particulartly  with  respect  to 
giving  the  parties  involved  an  opportunity  to  prove  the  bona  fide 
character  of  the  alleged  purchases  of  land.  It  was  also  tentatively 
decided  that  someone  fromc-the  General  Counsel's  office  and  ASCS  would 
check  the  Texas  State  Office  and  the  ceunty  offices  t^  get  more  in¬ 
formation  about  how  these  cases  had  been  handled.  Dennison  was  then 
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informed  over  the  'phone  by  me  on  January  6th  that  the  I96I  allotment 
eancellation  notices  would  be  recalled  for  the  time  being  and  the  De¬ 
partment  would  consider  the  matter  further.  This  was  confirmed  by 
telegrams  on  January  8th  to  Estes  and  the  Texas  State  ASC  Committee. 

The  temporary  recall  of  the  I96I  allotment  cancellation  notices 
was  merely  a  procedural  matter  to  make  it  unnecessary  for  the  parties 
to  prepare  and  file  some  eighty  appeals  at  that  time  to  preserve  their 
rights  in  proceedings  before  the  Review  C®mmittee.  I  believe  it  is 
an  almost  universal  custom  in  legal  proceedings  to  grant  reasonable 
extensions  of  time  upon  request  *)f  the  parties  or  their  counsel,  when 
time  is  not  of  the  essence.  That  is  what  was  done  here.  The  positien 
of  the  Department  was  not  adversely  affected  in  any  way.  Although  it 
did  not  appear  to  me  at  that  time  that  Dennison  had  presented  any 
sufficient  reason  for  the  Department  to  change  its  position  that  the 
allotment  transfers  were  invalid,  nevertheless,  it  seemed,  particularly 
in  the  light  of  their  claims  of  hardship  because  of  reliance  on  advice 
of  State  and  county  USDA  officials,  that  they  should  have  a  reasonable 
opportunity  to  prepare  and  present  their  case. 

To  say  that  this  action  was  a  reversal  of  the  Departments*  position 
is  to  mis-state  the  fact.  What  was  done  was  to  preserve  due  process  for 
a  citizen,  protect  the  possible  interests  of  many  small  displaced  farmers, 
and  strengthen  the  Government's  legal  posture  for  any  future  court  test. 

It  has  been  suggested  that  I  overruled  the  General  Counsel  and 
Mr.  Godfrey  in  the  /urtions  resulting  from  the  January  6  meeting.  This 


is  not  the  case. 
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The  General  Counsel  was  in  complete  accord  with  this  action.  He 
does  not  regard  it  as  in  any  way  a  reversal  of  or  inconsistent  with  his 
opinion  of  December  15,  19^1,  recommending  cancellation  of  the  allotments 
and  I  in  no  sense  overruled  him  .in  arriving  at  this  decision.  He  felt 
as  I  did  that  as  matters  then  stood  there  was  a  likelihood  that  the 
transfers  of  allotments  would  be  upheld  by  the  Review  Committees  on 
appeal  —  and  in  that  event,  with  the  Government  having  no  further  right' 
of  appeal,  the  allotment  transfers  would  be  validated  not  only  for  I96I 
but  also  for  all  future  years. 

Mr.  Godfrey  also  has  told  me  that  he  does  not  regard  the  action 
taken  as  a  result  of  the  January  6th  meeting  as  in  any  way  a  reversal 
of  or  inconsistent  with  our  decision  of  December  22,  I96I,  to  cancel  the 
allotments.  On  the  contrary,  he  thinks  these  actions  strengthened  the 
Government's  position,  particularly  in  view  -^f  his  previous  experience 
with  Review  Committees.  While  Mr.  Godfrey  was  not  at  the  meeting  of 
Januaiy  6  because  of  his  illness,  he  says  he  W(#uld  have  taken  the  same 
actions  had  he  been  there  and  the  decision  was  up  to  him. 

In  the  meeting  Januairy  6th,  when  the  sending  of  someone  to 
Texas  for  a  further  check  in  the  State  and  county  offices  was  discussed, 
there  was  some  discussion  of  who  might  be  sent.  The  names  mentioned 
included  Howard  Rooney,  Emery  Jacobs,  and  Thomas  Miller.  In  view  of  the 
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assertions  that  Estes  had  relied  on  the  advice  of  USDA  official ;  in 
Texas,  I  said  I  thought  we  should  send  people  who  were  thorough,  y  ' 
familiar  with  the  cotton  allotment  program  and  who  would  be  comp  2tent 
to  appraise  what  had  happened.  I  also  told  Mr.  Jacobs,  as  the  meeting 
broke  up,  that  I  would  like  for  him  to  make  sure  that  whoever  was 
sent  would  be  objective  and  able  to  find  out  what  really  had  happened 
in  the  State  and  county  offices.  I  had  no  further  participation  in 
the  selection  or  instruction  of  the  people  who  were  sent  to  Texas. 

Mr.  Rooney  reported  on  the  trip  to  Texas  at  a  meeting  in  my  office  on 
January  19,  19^2 .  This  report  did  not  clearly  establish  the  truth  or 
falsity  of  Dennison's  claim  that  Estes  had  acted  on  the  advice  of 
the  Department's  State  and  local  offices.  However,  the  fact  remained 
that  the  county  committees  did  actually  issue  the  allotment  notices 
which  lent  credence  to  Dennison’s  statement  that  he  did  receive  advice 
that  the  transfers  were  not  legally  objectionable. 

In  June  19^2,  I  learned  for  the  first  time  that  Thomas 
Miller  had  filed  a  separate  written  report.  I  did  not  talk  to  Miller 
before  he  went  to  Texas  or  after  he  returned.  I  never  saw  his  report 
until  about  June  15,  1962.  His  report  did  not  in  any  way  affect 
subsequent  actions  or  decisions  of  the  Department. 

After  hearing  Mr.  Rooney  report  on  the  trip  to  Texas,  a  proposed 
procedure  was  developed  --  in  the  General  Counsel's  Office  and  the 
Cotton  Division  —  which  would  permit  the  seller  to  execute  and  file 
a  "Seller's  Certification  of  Bona  Fide  Sale  of  Land."  This  was  a 
certification,  under  oath,  that  the  displaced  owner  purchasing  the 
land  had  paid  in  full  the  first  annual  installment  on  the  purchase 

price,  that  such  payment  was  bona  fide  and  regular  in  every  respect, 

/ 

and  that  the  displaced  owner  was  the  bona  fide  owner  of  the  farm  to 


which  the  cotton  allotment  was  transferred. 
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It  was  pointed  out  by  the  general  counsel  that  the  procedure  for 
filing  sellers’  certification  of  bona  fide  sale  would  serve  three 
very  useful  purposes: 

(1)  If  the  sales  really  were  bona  fide,  it  gave  the  parties  a 
chance  to  establish  that  fact  and  prevent  a  possible  injustice  to 
them. 

(2)  If  the  sales  were  not  really  bona  fide,  it  would  help  to 
bring  out  that  fact  and  strengthen  the  Department’s  position  in  any 
cases  that  might  be  taken  before  Review  Committees  and  to  the  courts. 

(3)  For  the  first  time,  the  seller  would  be  required  to  certify 
under  oath  as  to  the  good  faith  of  the  transactions. 

We  felt  a  two- fold  obligation:  (l)  To  protect  the  interest  of 
the  United  States,  and  (2)  to  deal  justly  with  private  citizens. 

We  were  just  as  anxious  not  to  deprive  citizens  of  anything  they 
were  legally  entitled  to  as  we  were  to  make  sure  they  did  not  receive 
something  they  were  not  entitled  to.  Our  most  important  problem  was 
to  settle  the  validity  of  the  allotment transfers  for  future  crops  -- 
permanently.  If  the  producers  could  win  before  a  Review  Committee  on 
the  1961  Allotments,  they  would  establish  the  permanent  right  to  the 
allotments  for  I962  and  future  years.  This  is  why  it  was  so  important 
to  strengthen  the  Government ’ s  case  if  the  transactions  were  not  in 
fact  bona  fide. 

These  ideas  are  apparent  in  the  General  Counsel’s  memorandum  to 
me  of  January  31^  19^2,  recommending  the  certification  procedure,  in 


which  he  said: 
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"Although  the  contractual  arrangements  used  by  Estes 
appear  on  the  face  to  be  a  scheme  and  device  to  sell 
allotments,  we  believe  that  Estes  is  entitled  to 
support  his  contention  by  a  proper  certification  that 
a  displaced  owner  has  actually,  without  subterfuge 
or  side  agreement,  made  the  first  installment  payment 
on  the  purchase  price  of  the  land  purportedly  purchased 
from  Estes." 

"If  such  a  certification  is  furnished  by  Estes  it  would 
appear  to  be  proper  to  issue  1962  cotton  allotments  for 
any  such  displaced  owners.  It  would  probably  be 
necessary  to  delay  issuance  of  subsequent  year’s  allot¬ 
ment  notices  until  a  similar  certification  is  furnished 
with  respect  to  each  successive  installment  payment  on 
the  purchase  price." 

I  call  the  Committee’s  particular  attention  to  the  first  part  of 
the  first  paragraph  of  the  above  quotation  which  reads  "Although  the 
contractual  arrangements  used  by  Estes  appear  on  the  face  to  be  a 
scheme  and  device..."  Could  anyone  fairly  contend  that  this  position 
would  be  reiterated  by  any  agency  seeking  to  assist  Estes?  The  fact  is, 
that  barring  proof  which  we  did  not  believe  Estes  could  offer,  he 
would  remain  in  the  same  position  in  which  the  December  26  notice  had 
placed  him.  The  Department’s  position  in  any  subsequent  court  test,  on 
the  other  hand,  would  be  infinitely  strengthened. 

I  have  been  informed  by  the  General  Counsel  that  he  regards  this 
certification  procedure  as  entirely  consistent  with  the  views  and  recom¬ 
mendations  expressed  by  him  in  his  memorandum  to  me  of  December  15 j  19^1 . 
He  recommended  or  concurred  in  all  the  actions  which  I  took  as  a  result 
of  the  January  6  meeting.  I  think  our  General  Counsel  is  to  be  commended 
for  developing  this  very  helpful  procedure  for  cutting  through  the 
tangled  and  difficult  situation  with  which  we  were  confronted. 


(more) 
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It  has  been  suggested  that  a  deadline  should  have  been  included 
for  a  return  of  the  sellers'  certificates.  I  agree  this  might  have  been 
preferable  but  I  point  out  that  nature  itself  provided  a  natural  deadline. 
Time  was  of  the  essence  to  the  producer  but  not  to  the  Government. 

I  believe  the  meeting  of  January  6th  and  the  actions  taken  as  a 
result  of  it  were  of  benefit  to  the  United  States.  I  think  it  was  right 
to  develop  something  that  benefitted  the  United  States  as  this  did.  I 
think  it  was  right  to  give  anyone  --  including  Billie  Sol  Estes  --  a 
fair  chance  to  prove  his  case . 

The  efficacy  of  this  certification  procedure  was  demonstrated  within 
a  few  weeks.  A  number  of  the  sellers,  apparently  not  being  in  a  position 
to  establish  that  the  transactions  were  bona  fide  by  showing  that  the 
parties  were  going  through  with  the  original  terras,  began  to  seek  the  con¬ 
currence  of  the  Department  in  a  modification  of  the  terms  through  a 
stretchout  in  the  time  for  paying  the  purchase  price  of  the  land.  The 
General  Counsel,  Mr.  Bagwell,  and  possibly  other  officials  of  the  Depart¬ 
ment,  mentioned  to  me  in  March  that  they  had  been  contacted  by  some  of 
the  parties  to  these  transactions  seeking  relief  of  this  nature.  Mr. 
Bagwell  has  already  testified  before  this  Committee  as  to  these  facts. 

I  did  not  ask  that  any  consideration  be  given  to  these  requests  or  that 
any  action  be  taken  with  respect  to  them. 
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On  March  21,  1962,  Mr.  Bagwell  gave  me  a  draft  memorandum  which  he 
also  has  already  discussed  with  this  Committee.  This  memorandum  dis¬ 
cussed  certain  proposals  that  had  "been  submitted  to  the  Department  for 
substituting  a  third  party  for  the  original  purchaser  and  extending 
the  payment  period.  The  memorandum  stated  the  General  Counsel's  opinion 
that  bona  fide  substitution  of  parties  under  these  proposals  would  be 
legally  supportable  and  also  stated  that,  unless  I  had  objections  from  an 
administrative  viewpoint,  steps  would  be  taken  to  have  1962  cotton 
allotments  issued  in  all  cases  similar  to  these  proposals. 

When  he  gave  this  memorandum  to  me  and  described  it  briefly,  it 
seemed  to  me  to  raise  questions  of  such  complexity  that  I  did  not  want 
to  make  a  snap  decision  on  it,  so  I  said  I  would  need  time  to  study  it 
and  think  about  it.  Because  of  the  urgency  of  other  matters,  it  was 
some  time  before  I  had  an  opportunity  to  study  this  matter.  When  I  did 
have  an  opportunity  to  study  it,  I  did  not  approve  it.  But  I  was  still 
concerned  lest  we  deprive  anyone  of  fair  consideration  of  his  rights. 
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Accordingly,  I  arranged  for  a  discussion  of  the  matter  vith  appropriate  legal 
and  administrative  officials  of  the  Department  on  March  28,  I962.  No  decision 
was  reached  at  this  meeting.  In  fact,  I  believe  that  I  was  called  away  by 
other  business  before  the  meeting  ended. 

On  March  29,  as  you  will  recall,  Mr.  Estes  was  arrested  in  connection 
with  charges  that  he  had  defrauded  12  of  the  largest  finance  companies  in 
America  of  $30  million.  Although  his  arrest  was  for  actions  bearing  no  re¬ 
lationship  to  his  cotton  allotments,  it  soon  became  apparent  that  he  was  a  far 
different  kind  of  man  than  we  had  been  led  to  believe.  This  naturally  resulted 
in  a  re-examination  of  all  his  dealings  with  the  Department  of  Agriculture, 
including  the  whole  problem  of  cotton  allotments.  As  a  result  of  this  re¬ 
examination,  theSecretary  decided  on  or  about  April  12,  19^2,  that  a  cut-off 
date  should  be  established  for  filing  the  Seller's  Certification  of  Bona  Fide 
Sale  and  that  we  should  proceed  with  the  cancellation  of  the  allotment  transfers 
in  cases  where  the  certification  was  not  filed  by  that  date.  He  also  decided 
that  we  should  not  concur  in  the  renegotiation  of  the  purchase  contracts . 

Turning  now  to  the  question  of  Estes '  membership  on  the  cotton  advisory 
committee . 

A  review  of  the  facts  relating  to  this  question  indicates  a  general 
consensus  in  December  I96I  among  people  in  the  Department  who  were  familiar 
with  the  case  that  there  was  not  sufficient  reason  for  dropping  Estes  from 


the  committee . 
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In  discussing  this  matter,  I  think  that  it  will  he  useful  if  I  review 
the  history  and  the  functions  of  the  advisory  committee. 

The  cotton  advisory  committee  is  one  of  more  than  fifty  national 
advisory  committees  in  the  Department  of  Agriculture.  The  function  of 
this  committee  and  of  the  others,  as  their  name  implies,  is  merely 
advisory.  They  make  no  decisions  for  the  Department]  they  neither 
consider  nor  are  they  made  aware  of  any  applications  or  requests  hy 
persons  dealing  with  the  Department;  and  they  sit  in  judgment  of  no  one. 

In  short,  these  committees  make  recommendations  as  to  general  policy, 
and  do  no  more.  The  cotton  advisory  committee  did  not  at  any  time 
consider  or  pass  upon  pooled  cotton  allotments. 

The  committee  has  33  memhers,  mostly  cotton  producers.  Fifteen 
States  are  represented  in  its  memhership. 

Prior  to  the  passage  of  the  Agricultural  Act  of  19^1,  the  cotton 
advisory  committee  was  an  informal  group  under  the  chairmanship  of 
Dr.  Alexander  Nunn  of  Birmingham,  Alabama,  which  advised  Secretary  Freeman 
ihLth  respect  to  cotton.  Dr.  Nunn  as  chairman  maintained  membership  lists 
and  issued  the  invitations  to  serve  on  the  committee.  The  committee  met 
in  February  I961  and  its  next  meeting  was  not  held  until  July  17  and  I8, 

1961. 

Estes  vras  recommended  for  membership  on  the  committee  by  Senator 
Ralph  Yarborough  in  a  letter  dated  Janiiary  27,  19^1  • 
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In  advance  of  the  July  I961  meeting  of  the  committee,  Dr.  Nunn  and 

I  discussed  the  names  of  several  additional  persons,  including  Estes, 

whom  Dr.  Nunn  might  invite  to  serve  on  the  committee.  At  that  time, 

neither  Dr.  Nunn  nor  I  had  any  knowledge  or  information  concerning 

Estes  except  through  Senator  Yarborough's  recommendation. 

On  June  8,  196I,  Dr.  Nunn  wrote  to  Secretary  Freeman  recommending 

a  number  of  persons,  among  them  Estes,  for  membership  on  the  committee. 

In  referring  to  Estes,  Dr.  Nunn  wrote: 

"Billie  Sol  Estes  from  the  Pecos,  Texas  area  in  Southwest 
Texas.  He  is  a  young  man  who  was  promoted  for  the  Committee 
after  the  election  and  into  the  new  year  by  Senator  Yarborough 
of  Texas.  I  have  had  a  check  made  on  him  and  I  find  that  he 
is  highly  thought  of.  He  was  selected  two  or  three  years  ago 
as  an  outstanding  young  farmer  by  the  Junior  Chamber  of  Commerce. 

He  is  now  about  37  years  of  age." 

With  my  concurrence.  Dr.  Nunn  invited  Estes  to  become  a  member  of  the 
committee,  and  he  was  added  along  with  several  other  new  members  as  of 
July  11,  1961. 

After  passage  of  the  Agricultural  Act  of  19^1,  which  specifically 
authorized  the  appointment  of  advisory  committees,  it  was  decided  to 
convert  the  existing  cotton  advisory  committee  into  a  formal  advisory 
committee  under  the  I961  Act.  It  was  also  decided  to  retain  as  members 
all  the  members  of  the  prior  committee  except  for  a  few  who  wished  to 


terminate  their  service  for  various  personal  reasons. 
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In  the  course  of  an  investigative  check  on  members  of  the  old  com¬ 
mittee  who  were  to  be  retained  on  the  committee ^  Mr.  John  E.  Francis,  of 
the  Office  of  Personnel,  made  a  report  to  Administrative  Assistant  Sec¬ 
retary  Joseph  Robertson  reccaimending  that  Estes'  name  be  dropped  from 
further  consideration  at  that  time.  This  recommendation  was  based  on 
Mr.  Francis'  linderstanding  of  a  summary  of  the  ASCS  investigation  report 
of  October  27,  I96I,  concerning  the  transfer  of  the  Estes  cotton  allot¬ 
ments.  Although  he  called  attention  to  the  digest  of  an  FBI  file  on  another 
matter,  he  did  not  appear  to  attach  importance  to  it. 

At  this  time,  the  Department  was  considering  the  problem  of  the 
transfer  of  pooled  allotments.  Decision  on  the  committee  membership 
question  was  withheld  pending  further  consideration  of  the  allotment 
transfer  problem. 

The  December  h,  I96I  meeting  of  Departmental  officials,  \/hich  was 
held  to  brief  me  on  the  cotton  allotment  transfer  x>roblem,  included  the 
persons  from  the  General  Counsel's  Office  and  from  ASCS  who  were  most 
familiar  with  the  case  and  upon  whom  I  should  properly  rely  for  advice. 

These  people  were  all  familiar  with  the  investigation  report  of  October 
27,  1961.  Also  present  was  Mr.  Joseph  Robertson,  to  whom  Mr. 

Francis'  recommendation  was  addressed.  Those  present  included 
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the  folloving: 

John  C.  Bagwell,  General  Counsel 
•;  Edward  M.  Shulman,  Deputy  General  Counsel 
Paul  H.  Papp,  Office  of  General  Counsel 
Horace  D.  Godfrey,  Administrator,  ASCS 
Emery  E.  Jacobs,  Deputy  Administrator,  State  and 
County  Operations,  ASCS 

Charles  M.  Cox,  Assistant  Deputy  Administrator, 

State  and  County  Operations,  ASCS 
Joseph  A.  Moss,  Director,  Cotton  Division,  ASCS 
Joseph  M.  Robertson,  Administrative  Assistant  Secretary 

At  this  meeting,  as  I  have  already  stated,  there  was  a  general  discussion 

of  the  allotment  transfer  problem,  including  the  investigation  report  and 

the  legal  questions  involved.  Attorneys  at  the  meeting  expressed  the 

view  that  no  fraud  or  other  criminal  offenses  were  indicated  by  the  facts 

in  the  investigation  report. 

I  raised  the  question  as  to  whether  the  circumstances  as  we  knew  them 
then  justified  dropping  Mr.  Estes  from  the  cotton  advisory  committee,  but 
no  one  indicated  that  he  felt  such  action  should  be  taken.  The  question 
of  membership  on  the  advisory  committee  was  not  resolved  at  this  time . 

In  the  days  that  followed,  the  General  Counsel  studied  the  allot¬ 
ment  transfer  question  further,  and  as  I  have  already  stated  iriade  a  report 
to  me  dated  December  Ip,  19^1,  which  I  did  not  receive  until  later  because 
on  that  date  I  was  in  Europe  for  negotiations  concerning  the  Common  Market 


and  its  potential  effect  on  exports  of  our  agricultural  commodities. 
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After  my  return,  Mr.  Robertson  came  to  me  on  December  21  and 
asked  my  advice  on  retaining  Estes  on  the  advisory  committee. 

According  to  Mr.  Robertson’s  recollection,  Mr.  Emery  Jacobs  was  also 
present  and  pointed  out  that  the  cotton  allotment  problem  apparently 
involved  the  question  of  possible  civil  penalties  rather  than  possible 
criminal  penalties;  that  Mr.  Estes  was  a  widely  respected  man  in  his 
commxanity  as  evidenced  by  his  appointment  to  a  college  board  of 
trustees;  that  he  came  highly  recommended  to  the  Department  by  people 
from  Texas;  and  he,  Mr.  Jacobs,  recommended  that  Estes  be  retained 
on  the  Advisory  Committee. 

After  some  discussion,  I  told  Mr.  Robertson  I  thought  Estes 
should  not  be  dropped  from  the  advisory  committee.  I  advised  as  I 
did,  in  the  light  of  information  we  knew  then,  for  the  following 
reasons . 

I  did  not  view  the  matter  as  an  original  appointment  where 
the  question  as  to  whether  a  man  was  or  was  not  appointed  would  have 
little  public  reaction.  Instead,  it  was  a  question  as  to  whether  a 
man  who  had  been  and  was  then  a  member  of  an  advisory  committee  -- 
a  committee  that  carried  with  it  public  recognition,  but  no  operational 
responsibility  —  was  known  to  have  done  anything  to  warrant  being 
faced  with  public  humiliation  and  suspicion  as  to  why  he  should 
have  been  dropped  from  such  a  committee . 

Mr.  Estes  was  known  to  us  then  as  a  very  respectable  and  highly 
respected  citizen.  We  naturally  looked  at  the  facts  known  to  us  in 
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this  particular  matter  in  the  light  of  vhat  v/ould  he  expected  of 
an  honest  and  respectable  man. 

It  appeared  that  Estes  had  acted  on  advice  of  legal  counsel 
throughout  the  whole  matter.  Estes  and  his  attorneys  contended  that 
they  had  acted  in  accordance  with  the  regulations,  that  the  regulations 
did  not  prohibit  what  they  had  done,  and  that  the  State  and  covmty  com¬ 
mittees  had  approved  what  they  had  done  by  issuing  the  allotments. 

The  controversy  did  not  suggest  criminal  conduct  on  Estes'  part. 

The  penalty  for  excess  planting  was  a  civil  monetary  penalty  for  excess 
marketing.  Many  grov/ers  overplant  and  pay  such  a  penalty  and  are  then 
free  to  market  the  cotton.  The  planting  of  excess  cotton  by  Estes  was 
not  a  crime  and  the  penalties  assessed  against  him  are  not  criminal  fines. 

Mr.  Francis'  memorandm  recommending  that  Estes  be  dropped  seemed 
to  indicate  clearly  that  he  thought  offenses  of  a  criminal  nature  were 
alleged  against  Estes.  In  retrospect,  I  have  no  doubt  that  I  discounted 
the  recommendation  made  by  Mr.  Francis  because  of  my  belief  that  he  mis¬ 
understood  the  nature  of  the  legal  q,uestion  presented. 

Also,  none  of  the  officials  of  the  Department  \Tith  w^hom  I  had  dis¬ 
cussed  the  allotment  transfer  problem,  and  \7ho  were  thoroughly  familiar 
with  the  investigation  report,  had  expressed  the  opinion  that  Estes 


should  be  dropped. 
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Obviously,,  this  decision  would  not  have  been  made  in  the  light  of  what 
we  know  now.  Events  that  have  transpired  since  then,  plus  information  that 
has  been  dug  out  by  hundreds  of  investigators,  have  revealed  much  more  about 
Estes'  operations  than  it  was  possible  for  us  to  know  then. 

In  retrospect,  it  is  clear  that  it  would  have  been  wiser  not  to  have 
kept  Estes  on  the  advisory  committee.  Back  in  December  when  he  was  generally 
regarded  as  a  man  of  good  reputation  even  though  he  was  about  to  be  penalized 
for  overplanting  cotton,  my  decision  was  based  solely  on  what  I  believed  was 
right.  No  one  tried  to  bring  any  pressure  of  any  kind.  There  was  no 
favoritism.  I  would  have  made  the  same  decision  with  regard  to  any  other 
member  of  the  committee  had  the  circumstances  been  the  same.  If  the  decision 
was  in  error,  it  was  an  error  due  to  my  application  of  the  principle  that  in 
balancing  the  power  of  Government  against  an  individual  citizen,  the  rights 
of  the  citizen  should  be  given  due  consideration  -  even  to  the  extent  of 
considering  him  innocent  until  he  has  been  proved  guilty. 

In  summary,  let  me  say-- 

1.  All  of  the  matters  I  dealt  with  concerning  Estes  came  to  me  in  the 
normal  course  of  my  duties  as  Under  Secretary  of  Agriculture. 

2.  I  dealt  with  all  of  them  strictly  on  the  merits  as  I  saw  them.  % 
sole  purpose  was  to  protect  the  interest  of  the  Government  while  according 
to  citizens  the  rights  to  which  every  man  -  even  including  Billie  Sol  Estes  - 


is  entitled. 


-  27  - 


3.  By  the  time  this  case  was  brought  to  my  attention  in  the  fall  of 
1961,  it  was  extremely  complex  and  difficult. 

4.  The  issues  involved  in  the  cotton  allotment  transfers  were 
primarily  legal  issues.  I  wanted  to  see  that  all  citizens  concerned, 
including  Estes,  got  what  they  were  legally  entitled  to- -no  more  and  no 
less . 

5.  I  approved  the  cancellation  of  Estes'  cotton  allotment  transfers 
on  December  22,  I96I.  As  a  result  of  the  "second  look"  taken  at  the  re¬ 
quest  of  Members  of  Congress  in  January  19^2,  more  effective  procedures 
were  devised  for  determining  the  rights  to  which  the  parties  were 
entitled.  These  procedures,  far  from  being  a  reversal  of  the  Department' 
basic  position,  have  resulted  in  benefit  to  the  United  States  by  strength 
ening  the  Government's  legal  posture. 

6.  The  Estes  case  has  emphasized  the  extreme  complexities  and 
difficulties  in  administering  programs  involving  millions  of  farmers. 

It  has  brought  to  light  some  faults  in  both  communication  and  adminis¬ 
tration,  shortcomings  that  have  developed  over  many  years.  It  has  caused 
the  Department  to  accelerate  and  intensify  its  efforts  to  achieve  adminis 
trative  improvements . 

?•  In  the  final  analysis,  the  Estes  case  reveals  that  a  man  who  by 
his  twisting  and  turning  was  able  to  defraud  major  financial  institutions 


-  28  - 


of  many  millions  of  dollars^  vas  able  to  gain  nothing  "by  all  his 
twisting  and  turning  with  the  Department  of  Agriculture. 

8.  In  our  dealingswith  Estes^  we  exhihited  no  favoritism- -only 
the  fairness  and  justice  that  every  American  has  a  right  to  expect 
in  dealing  with  his  Government. 

Finally^  let  me  say  that  I  don't  think  I  ever  saw  Mr.  Estes  ex¬ 
cept  at  the  one  meeting  in  my  office  on  January  6^  19^2,  and  at  the 
meetings  of  the  cotton  advisory  committee  he  attended.  I  never  talked 
to  him  on  the  telephone.  Mr.  Estes  had  very  little  to  say  at  the 
advisory  committee  meetings  I  attended.  To  the  best  of  my  knowledge^ 
pooled  cotton  allotments  were  never  discussed  in  the  advisory  committee 
meetings . 

A  few  v/eeks  after  Mr.  Estes  attended  his  first  advisory  committee 
meeting  in  July  I961,  I  received  by  express  a  small  crate  of  cantaloupes 
-  6  or  8  as  I  recall  -  with  a  label  indicating  it  came  from  him.  I 
wrote  him  a  note  of  thanks.  Several  weeks  later^,  I  received  a  second 
crate.  I  wrote  him  a  second  letter  in  which  I  said: 

"Dear  Mr.  Estes: 

We  appreciated  very  much  the  cantaloupes  you  sent  and  were 
quite  surprised  when  the  second  crate  arrived.  We  have 
enjoyed  them  very  much  and^  while  we  are  most  grateful  for 
your  thoughtf ulness ,  I  think  we  should  ask  that  you  not 
send  any  more.  As  you  may  know^  the  policies  of  this 
Administration  with  respect  to  the  acceptance  of  gifts  are 
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very  stringent  and,  while  I  am  sure  that  you  have 
only  the  best  of  motives  and  intentions,  I  think  it 
is  best  to  avoid  all  possibilities  of  misunderstanding 
or  difficulty,  but  they  were  mighty  good  cantaloupes 
and  ve  do  appreciate  your  thoughtfulness." 

Except  for  these  cantaloupes,  I  have  received  no  gifts,  gratuities 
or  other  benefits  from  Mr.  Estes.  No  one  has  ever  asked  me  or  tried 
in  any  way  to  induce  me  to  make  any  decision  or  take  any  action  re¬ 
lating  to  Estes  on  any  basis  other  than  the  merits. 


i 


y." 


■> 

"t 


nr 


y- 


■-n 


‘si, 


f.  .■' 


.:  '*■: 


( 


"V.' 


<■ 


^ . .  ■■•>■■*'■ 

.  '  w. 


Br'^: 


yr^.,r 


U.  S.  Department  of  Agriculture 

Office  of  the  Under  Secretary 


jS  /<?  ^  J 


j^N24  1963 


It  is  indeed  a  pleasure  to  be  here  this  rooming. 


C  & 


First,  it  gives  me  an  opportunity  to  thank  personally  those  of 
you  who  actively  supported  the  Food  and  Agriculture  Act  of  1962. 


Second,  I  would  like  to  discuss  a  matter  that  is  of  growing  concern 


to  the  U.  S.  Department  of  Agriculture.  I  refer  to  the  European  Common 
Market  and  its  possible  impact  on  our  farm  economy. 

Finally,  I  would  like  to  look  ahead  at  conservation's  opportunities 
under  the  rural  development  program. 

I  believe  we  have  here  this  morning  a  number  of  the  Virginia 
supervisors  who  called  on  their  Congressmen,  urging  endorsement  of  the 
1962  Food  and  Agriculture  Act.  The  Secretary  and  I  --  in  fact,  everyono 
in  the  Department  --  deeply  appreciate  this  support.  It  exemplifies  the 
positive  leadership  and  readiness  to  act  that  have  made  soil  conservation 
districts  such  a  vital  force  in  rural  America. 


Too  often  organizations  who  would  support  certain  legislation 


hang  back  and  do  nothing.  This  cannot  be  said  of  the  Virginia  Association 
of  Soil  and  Water  Conservation  Districts. 


I  hope  you  will  continue  to  take  an  active  role  in  agricultural 


affairs.  The  Department  earnestly  seeks  your  guidance,  understanding,  and 
support  in  its  operations. 


Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  the  Annual 
Meeting,  Virginia  Soil  Conservation  Districts,  Mariott  Motor  Hotel,  Twin 
Bridges.  Washington.  D.  C. ,  11  a.m.  Tuesday.  January  15,  1963. 
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This  support  and  guidance  Is  especially  needed  in  1963. 

As  you  know,  one- fifth  of  our  agricultural  output  goes  to 
overseas  markets.  During  the  past  year,  we  exported  more  than  give  billion 
dollars  worth  of  farm  products.  Some  of  this  was  provided  at  low  cost  to 
underdeveloped  nations  through  our  Food  for  Peace  program.  But  nearly 
three  and  a  half  billion  dollars  worth  was  sold  abroad  through  regular 
commercial  channels  --  one-third  of  it  to  the  six  Common  Market  countries 
of  western  Europe.  These  countries  --  France,  Italy,  West  Germany,  Belgium, 
the  Netherlands,  and  Luxemburg  --  are  our  biggest  and  best  overseas  customers, 
for  industrial  items  as  well  as  farm  products. 

Under  the  1937  Treaty  of  Rome,  these  six  nations  agreed  to  merge 
their  economies  into  a  single  customs  union  --or  common  market. 

Our  government  has  applauded  the  move.  No  doubt  history  will 
show  that  formation  of  the  Common  Market,  or  the  European  Economic  Community, 
as  it  is  more  properly  known,  was  one  of  the  greatest  things  that  could 
happen  to  Europe.  It  is  a  catalyst  that  can  --  in  fact,  already  has  -- 
injected  new  vigor  into  the  Old  World.  Tariff  walls  have  been  drastically 
lowered  between  member  nations,  and  they  are  to  be  removed  completely  before 
1970.  Capital  and  labor  flow  freely  over  what  used  to  be  closely  guarded 
boundaries.  Train  passengers,  for  example,  can  now  ride  between  Belgium 
and  Germany  without  stopping  for  inspection  of  passport  and  luggage.  National 
feelings  and  prejudices  are  giving  way  to  common  overall  Interests. 


(more) 
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The  United  States  has  supported  the  E-E-C  concept  in  the  belief 
that  closer  economic  cooperation  may  ultimately  lead  to  political  union  -- 
a  United  States  of  Europe.  This,  In  turn,  could  be  an  essential  part  of 
the  foundation  on  which  East*West  peace  is  built. 

But  in  recent  months,  we  have  become  increasingly  disturbed  by 
evidence  that  the  Common  Market  countries  are  leaning  toward  a  highly 
protectionist  policy  for  agriculture  that  could  seriously  Impair  the 
prospects  for  the  success  of  this  whole  enterprise. 

They  have  drastically  Increased  the  import  levies  on  some  of  our 
major  comnodities,  to  an  extent  that  threatens  to  choke  off  a  large  share 
of  our  agricultural  exports  to  these  countries.  The  duty  on  our  poultry 
going  into  West  Germany,  for  example,  has  been  Increased  from  lessrthan 
5  cents  a  pound  to  more  than  12  cents. 

Virginia's  28  million-dollar-a-year  broiler  industry  already  is 
feeling  the  pinch  of  these  higher  import  duties.  Our  exports  of  frozen 
poultry  to  West  Germany  have  dropped  to  less  than  half  their  prior  volume. 
And  if  it  were  not  for  the  lingering  effect  of  a  devastating  attack  of 
blue  mold  on  the  French,  Italian,  and  Greek  tobacco  crops,  your  State's 
83-1/2  million-dollar-a-year  tobacco  industry  might  be  losing  customers 
because  of  the  new  common  tariff  Imposed  last  winter. 

It  goes  without  saying  that  our  agricultural  exports  are  of  the 
utmost  Importance,  not  only  to  you  as  farmers,  but  to  our  Nation  as  well. 
Loss  of  our  European  agricultural  markets  would  jeopardize  our  security 
and  foreign  aid  commitments  around  the  world. 
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IVo  decisions  are  expected  this  year  which  will  have  great  impact 
on  the  future  of  the  Common  Market  and  International  trade  itself. 

One  is  the  question  of  Coiomon  Market  membership  for  the  United 
Kingdom.  The  other  Is  the  setting  of  grain  prices  for  the  Ccxnroon  Market 
countries  under  their  common  agricultural  policy. 

For  14  months,  the  United  Kingdom  has  been  negotiating  for 
Ccmmon  Market  membership.  Pressure  is  mounting  for  a  decision  this  year. 

I  need  not  dwell  on  what  it  would  mean  to  us,  or  to  the  Conmion 
Market,  to  have  Great  Britain  become  a  member  of  the  European  Economic 
ConiDunlty.  She  is  the  world's  largest  importer  of  agricultural  products, 
and  one  of  the  leading  producers  of  consumer  goods. 

A  Common  Market  which  Included  Great  Britain  and  other  European 
Nations  now  seeking  membership  would  be  an  economic  colossus  with  a 
population  of  250  million.  This  exceeds  the  United  States  population  by 
nearly  70  million. 

Moreover,  it  is  what  is  popularly  called  a  seller's  market. 
Individual  buying  power  in  the  Common  Market  is  on  the  Increase,  and  there 
is  a  great,  unsatisfied  demand  for  autcxnoblles,  television  sets,  and  other 
consumer  goods. 

The  United  States  could  ill  afford  to  be  walled  from  a  bloc  of 
Nations  with  such  vast  buying  potential.  And  by  1970,  economists  estimate 
the  gross  annual  output  of  an  expanded  Common  Market  will  increase  170 
billion  dollars. 
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The  second  decision  I  mentioned  --  the  grain  price  issue  --  will 
have  a  profound  effect  on  the  course  of  history. 

The  Common  Market  may  fix  its  internal  price  for  wheat  early  this 
year.  This  is  a  critical  decision.  If  the  price  is  moderate,  it  will 
temper  the  movement  toward  an  isolationist  policy  for  agriculture,  and 
perhaps  signal  the  start  of  an  expanded  level  of  Free  World  trade.  If 
the  price  is  excessive  --  and  high  protectionist  walls  are  erected  to  limit 
competing  imports  --  the  expansion  of  uneconomic  production  inside  the 
Common  Market  would  be  accelerated  sharply.  This  could  leade  to  indiscriminate 
"dumping",  or  even  an  international  trade  war. 

The  six  Common  Market  countries  are,  of  course,  trying  to  protect 
the  income  of  their  farmers.  We  can  understand  that.  We  do  the  same  thing 
ourselves.  Virtually  every  industrial  Nation  has  experienced  a  growing 
disparity  between  farm  and  non- farm  income,  and  has  had  to  undertake 
corrective  measures. 

However,  in  trying  to  protect  and  improve  farm  income,  responsible 
Nations  must  take  into  consideration  the  effects  that  their  actions  will 
have  outside  their  own  boundaries.  The  United  States  has  used  export  pay¬ 
ments  to  keep  certain  commodities  moving  on  the  open  market.  But  we  have 
used  these  payments  only  to  maintain  our  fair  share  of  the  world  trade.  We 
have  not  tried  to  undercut  other  Nations,  or  take  away  their  markets. 
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As  Secretary  Freeman  has  said,  ’’If  we  expect  others  to  act 
responsibly  when  it  comes  to  setting  agricultural  policies,  we  must  continue 
to  do  so  ourselves."  And  he  added:  "We  are  in  complete  sympathy  with 
measures  to  protect  the  income  and  economic  well-being  of  the  farm  segment 
of  the  (European)  economy.  We  don't  believe  it  necessary,  however,  to 
sacrifice  international  trade  in  the  process." 

The  United  States  recently  revamped  its  international  trade  policy 
to  meet  the  jet  age  needs  of  the  60' s.  This  was  done  through  passage  of 
the  Trade  Expansion  Act  of  1962.  This  Act  gave  the  President  the  power  to 
reduce  our  tariffs  on  imports  from  the  Common  Market  in  exchange  for  greater 
access  to  their  markets. 

In  the  debate  which  preceded  enactment  of  the  law,  the  Congress 
made  it  clear  that  we  were  to  negotiate  trade  agreements  which  benefit  our 
agricultural  as  well  as  our  industrial  products. 

One  section  of  the  Act  directs  the  President  to  take  all  necessary 
and  feasible  steps  to  eliminate  unreasonable  trade  restrictions  that  any 
country,  or  group  of  countries,  imposes  on  our  farm  products.  These  steps 
include  withholding  of  concessions  and  most  favored  Nation  treatment,  and 
if  necessary,  retaliatory  action. 

The  President  has  clearly  indicated  his  firm  purpose  to  see  that 
the  channels  for  agricultural  exports  are  kept  open,  and  you  may  be  sure 
that  one  of  the  major  purposes  of  the  Department  of  Agriculture  this  year 
will  be  to  support  the  President's  efforts  in  this  field. 
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Another  of  the  Department's  major  goals  for  1963  is  to  Inject 
new  vitality  into  rural  America  through  creation  of  new  economic  opportunities 
and  elimination  of  wasteful,  outmoded  land  use  patterns. 

In  formally  putting  the  new  Rural  Areas  Development  program  into 
motion  last  November,  Secretary  Freeman  announced  that  local  initiative  and 
leadership  would  be  "the  first  criterion"  for  Departmental  help. 

And  he  invited  soil  conservation  districts  to  provide  this  motive 
power  and  leadership.  I  would  like  to  emphasize  the  word  "invited".  You 
supervisors  will  determine  the  role  played  by  the  districts  in  developing 
and  using  the  new  conservation  and  rural  development  tools.  This  role  can 
be  as  large,  or  as  small,  as  you  choose  to  make  it. 

We  hope  you  will  select  the  first  course.  Rural  development  is  a 
vast  undertaking,  one  that  calls  for  talents  and  knowledge  often  unique  to 
local  soil  conservation  districts. 

Think  for  a  moment.  How  many  organizations  do  you  know  that  have 
your  knowledge  of  what  the  local  soil  can  do,  what  it  is  capable  of?  How 
many  organizations  know  the  resources  that  exist  in  your  area?  And  by 
resources,  I  mean  both  hjoman  and  natural  resources.  What  other  groups  in 
your  community  know  the  area's  problems,  and  have  the  organization  and 
leadership  to  cope  with  them?  Consider  the  difficulties  a  city  engineer 
would  have  planning  land  use  changes  for  a  farming  community. 


(more) 


USDA  104-63 


As  you  can  see,  soil  conservation  districts  possess  some  unique 
qualifications.  I  hope  you  will  put  these  talents  to  work  and  make  rural 
development  a  success. 

One  of  the  first  things  that  1  would  suggest  you  do  is  to 
modernize  your  working  agreement  with  the  Department  of  Agriculture  as 
suggested  by  Secretary  Freeman. 

Many  of  these  agreements  were  written  more  than  two  decades  ago, 
and  do  not  reflect  the  advances  that  have  occurred  in  this  field  of  soil 
and  water  conservation. 

Today  we  are  faced  with  new  problems  and  new  complexities.  To 
cope  with  the  resource  problems  of  the  60' s,  we  must  re-evaluate  our  program 
and  bring  them  up  to  date.  We  must  use  the  new  tools,  as  well  as  the  old, 
if  we  are  to  create  a  better  way  of  life  in  rural  America. 

When  1  say  "rural  areas,"  I  mean  more  than  farm  country.  Rural 
America  is  people  --  people  in  towns  and  small  cities  as  well  as  on  farms 
and  ranches.  It  is  land,  rivers,  small  streams,  and  forests.  It  is  North, 
South,  East,  and  West.  It  is,  in  fact,  all  our  land,  all  our  people,  and 
all  our  wealth  outside  our  urban  centers. 

Today  many  areas  of  rural  America  are  in  serious  trouble.  Their 
farmers  and  ranchers  are  living  in  a  state  of  chronic  depression.  They 
work  fr(xn  dawn  to  dusk,  producing  more  than  ever  before  on  fewer  acres,  but 
they  are  unable  to  buy  the  equipment  they  need  to  expand,  or  to  make  their 
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operation  more  efficient.  The  land  has  been  drained  of  its  wealth  by 
erosion  and  unwise  use.  The  nearby  towns  and  cities  long  ago  stopped 
growing,  and  fell  into  economic  stagnation.  With  no  job  openings  in  the 
area,  the  brighter  young  adults  move  to  faraway  cities  to  find  work. 

The  goal  of  the  RAD  program  is  to  help  the  people  in  such  local 
conmunities  determine  exactly  what  resources  they  have,  then  help  them 
develop  a  plan  that  will  make  full  use  of  these  resources.  Only  in  this 
way  can  we  close  the  gap  that  exists  between  our  urban  and  rural  economies. 

Farmers  and  ranchers  are  the  backbone  of  our  rural  communities. 

The  economy  of  the  area  revolves  around  them.  If  the  farmer  is  prosperous, 
then  the  rural  community  where  he  shops  is  prosperous.  If  the  farmer  is 
in  financial  straits,  then  the  town  is,  too. 

But  we  must  do  more  than  develop  family  farms  to  get  rural 
communities  moving  again.  It  takes  new  enterprises,  expanded  business 
opportunities,  modern  rural  electrical  systems,  watershed  development, 
rural  housing,  water  and  sewage  systems,  new  outdoor  recreational  facilities 
and  better  schools. 

One  of  the  best  ways  to  revitalize  a  community,  short  of  a 
complete  rural  renewal  job,  is  through  a  multi-purpose  watershed  project. 

These  multi-purpose  projects  can  stop  destructive  floods  and 
provide  water  for  irrigation,  municipal,  and  Industrial  use.  They  attract 
new  Industries,  create  water- based  recreational  areas,  increase  land  values 
and  protect  and  improve  farmland. 
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You  have  an  outstanding  example  of  what  a  watershed  project  can 
do  right  hire  in  Virginia  in  the  Mountain  Run  watershed  project. 

Mountain  Run  used  to  flood  the  city  of  Culpeper  in  the  spring 
and  fall,  then  dry  up  and  leave  her  without  water  in  the  summer.  The 
floods  were  bad,  but  the  summer  droughts  were  even  worse, 

Culpeper  needed  a  new  hospital,  but  the  city  couldn't  build  it, 
because  it  couldn't  provide  water  for  it.  The  Chamber  of  Commerce  had 
been  trying  to  get  nw  industry  to  come  to  Culpeper.  But  with  flooding 
in  the  winter,  and  droughts  in  the  summer,  industry  wasn't  interested. 

Late  in  1954,  the  city  filed  application  for  a  watershed  project. 
Five  years  and  545,000  dollars  later,  the  project  was  completed.  One 
multi-purpose  structure  stores  190  million  gallons  of  water  for  municipal 
use,  better  than  half  a  years'  supply  at  the  present  rate  of  consumption. 

The  hospital  has  been  built.  Three  new  industries  employing  more 
than  400  people  have  moved  to  Culpeper,  and  other  industries  are  making 
inquiries.  Culpeper  didn't  have  to  go  after  those  plants.  They  came  to 
the  city,  once  the  flooding  and  water  shortage  problems  were  licked. 

Now  that  the  water  mains  have  been  extended,  new  homes  are  going 
up.  The  former  unoccupied  floodplain  has  become  a  shopping  center,  adding 
to  the  city's  tax  base.  Conservation  measures  have  put  Culpeper's  farmers 
on  a  sounder  financial  footing. 
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A  four-acre  park  was  developed  bordering  one  of  the  watershed 
structures,  giving  Culpeper  citizens  and  visitors  a  place  to  fish,  boat, 
and  picnic. 

The  success  of  the  Culpeper  project  is  known  far  and  wide. 

There  are  already  more  than  70  small  cities  and  towns  like  Culpeper 
benefiting  from  watershed  projects.  Another  453  communities  have  started 
similar  projects,  and  1,294  others  have  filed  application  for  the  same  treat¬ 
ment.  Our  land  is,  and  will  be,  so  much  the  better. 

Recreation  is  emerging  as  a  use  of  the  land  that  shows  great 
economic  promise.  At  the  Regional  Land  and  People  Conferences,  and  in 
surveys  conducted  by  the  Soil  Conservation  Service  and  Forest  Service, 
thousands  of  farmers  described  how  they  switched  from  conventional  farming 
to  outdoor  recreation,  and  made  it  pay. 

It  is  not  surprising.  The  Outdoor  Recreation  Resources  Review 
Commission  reports  that  our  parks,  camping  grounds,  lakes,  beaches,  and 
highways  are  jammed  with  people  searching  for  outdoor  fun.  Furthermore, 
the  Commission  says  this  demand  will  continue  to  grow,  outstripping  even 
our  population  boom.  Where  can  they  turn,  but  to  our  privately-owned  farm 
and  ranch  lands? 

The  Department  can  now  help  farmers  and  ranchers  develop  recrea¬ 
tional  enterprises  on  their  land.  We  also  can  cost- share  on  recreational 
developments  in  watershed  projects. 
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Just  one  month  ago,  the  Agricultural  Stabilization  and  Conserva¬ 
tion  Service  announced  plans  for  a  pilot  program  to  convert  unneeded  or 
unsuited  cropland  to  other  uses.  These  activities  will  be  based  on  the 
basic  farm  conservation  plan,  and  they  will  be  carried  out  under  long-term, 
cost- sharing  agreements  negotiated  with  the  Department  of  Agriculture. 

These  are  just  a  few  of  the  new  conservation  and  rural  development 
tools  provided  by  the  past  Congress.  Loan  authorities  were  expanded  to 
include  recreation  and  cropland  conversion  projects.  ASCS  was  authorized 
to  expand  its  list  of  cost- sharing  practices  in  certain  areas.  The  water¬ 
shed  program  was  enlarged  to  add  as  a  purpose  both  recreation  and  water 
storage  for  future  municipal  or  industrial  uses. 

I  urge  you  to  study  these  and  the  other  new  authorities  and  see 
how  they  can  be  fitted  into  your  existing  district  program.  They  represent 
an  orderly  step  forward  in  our  efforts  to  keep  soil  and  water  conservation 
dynamic  and  attuned  to  the  needs  of  a  modern  society. 

This  is  the  25th  anniversary  year  of  the  district  movement  in  your 
State,  the  Tidewater  district  being  the  first  in  Virginia  to  sign  a 
Memorandum  of  Understanding  with  the  Department  on  December  16,  1938. 

You  have  done  much  to  make  your  rural  communities  a  better  place 
to  live.  Today  you  have  an  even  greater  opportunity  for  service.  I  urge 
you  to  seize  this  opportunity  to  help  yourselves,  and  your  coimnunity.  Let 
us  push  forward  together  until  we  have  built  a  firm  foundation  for  permanent 
prosperity  in  rural  /merlca. 
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/Vj  ‘-j ^  The  distinguished  poet,  Robert  Frost,  ©nee  said  that,  "Home 

is  the  place  \diere,  when  you  have  to  go  there,  they  have  to  take  you  in." 
So  with  that  assurance,  I  have  looked  forward  to  your  welcome.  North 
Carolina  is  my  home  State.  And  it  is  very  good  to  be  back  heme. 


It  is  a  great  compliment  to  be  asked  to  speak  to  this  group  ^diich 
is  doing  so  much  for  North  Carolina  agriculture.  It  is  very  fortunate  that 
your  various  farm  organizations  have  found  a  way  to  work  together  in  the 
Farmers  Cooperative  Council  of  North  Carolina.  Many  other  states  are  less 
fortunate.  It  is  no  secret  that  in  some  states  different  farm  organiza¬ 
tions  fight  each  other  tooth  and  nail.  The  result  has  been  to  prevent  the 
establishment  of  programs  badly  needed  by  the  farmers  ijf  those  states  and 
to  endanger  farm  programs  they  already  have. 


The  cooperation  and  unity  you  have  achieved  among  farmers  in  this 
State  is  a  great  source  of  strength.  It  is  a  real  protection  against  bad 
advice  from  strange  voices.  Can  you  imagine  anyone  coming  into  North 
Carolina  and  urging  tobacco  feirmers  tt*  vote  against  the  price  siqjport 
program  in  a  referendum?  No,  and  neither  can  I.  They  all  know  that  you 
understand  farm  programs  too  well— based  on  long  years  of  experience — to 
be  deceived  and  misled  by  such  advice.  If  you  want  to  save  your  tobacco 
and  cotton  and  peanut  programs  in  the  future,  you  will  do  well  to  continue 
to  stick  together  and  to  reject  the  efforts  cf  those  \dio  want  to  destroy 
all  farm  programs. 

Remarks  by  ikider  Secretary  of  Agriculture  Charles  Murphy  at  the  2btii 

Annual  Meeting  of  the  Farmers  Cooperative  Council  of  North  Carolina,  Hotel 
Sir  Walter,.  Ba^lgb,  North  Carolina,  on  Tuesday  evening,  February  26,  I963. 
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One  of  the  best  things  this  Council  does  is  to  hold  meetings 
fiom  time  to  time  with  the  North  Carolina  Congressional  delegation  in 
Washington.  It  is  extremely  helpful  to  them  to  know  the  extent  to  \^ich 
the  agric\ilt\ire  of  the  State  speaks  with  a  unified  voice,  I  am  sure  this 
is  true  also  with  members  of  the  State  legislature,  and  it  is  a  particular 
honor  to  have  so  many  of  them  here  tonight. 

Many  people  are  not  aware  of  the  importance  of  agriculture  in 
Forth  Carolina.  Your  advances  in  industry  and  commerce  have  tended  to 
atlnract  the  major  attention.  But  the  fact  remains  that  this  is  one  of  the 
leading  farm  states  of  the  Nation — ranking  eleventh  in  the  total  cash  value 
of  farm  marketings.  And  as  to  farms  and  farmers,  North  Carolina  has  more 
farms — 200  thousand— and  more  people  employed — 397  thousand — than  any  other 
State  except  Texas. 

'Hiis  leads  me  into  the  subject  you  have  asked  me  to  speak  about, 

"World  Trade  and  U.S.  Agriculture."  World  trade  is  of  great  importance 
to  all  of  U.S.  agricultxire .  It  is  of  special  in^jortance  to  agriculture 
in  this  State. 

For  the  country  as  a  whole,  one  acre  of  every  five  harvested 
produces  for  export.  The  output  of  63  million  acres  of  U.S.  cropland  moved 
abroad  in  196I-62.  Exports  accounted  for  over  half  of  the  output  of  wheat, 
dried  edible  peas,  rice,  and  hops;  about  two-fifths  of  tallow  and  nonfat 
dry  milk,  productiojjji;  about  one -third  of  the  cotton  and  soybeans  produced; 
nearly  one-third  of  the  dried  prunes  and  tobacco  grown;  about  one-fourth 
of  raisin  and  rye  oxrtpiit;  and  one-fifth  of  barley  and  cottonseed  production. 
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The  United  States  is  the  world's  largest  exporter  of  farm 
products.  U.  S.  farmers  in  1961  supplied  about  one-fifth  of  the  world's 
agricultural  exports.  U.  S.  agricultural  exports  in  1961-62  were  enough 
to  fill  over  one  million  freight  cars,  or  47500  cargo  ships.  In  moving 
these  exports,  an  average  of  12  ships  departed  each  day.  In  the  fiscal 
year  1962,  U.  S.  agricultural  exports  set  a  value  record  of  $5,141 
million,  equal  to  one-sixth  of  all  cash  receipts  from  fairo  marketings. 

For  North  Carolina,  the  proportionate  value  of  exports  was 
even  greater  —  one  dollar  out  of  four  —  a  total  for  the  State  of  well 
over  $200  million.  Can  you  imagine  what  would  happen  to  the  economy 
of  this  State  —  to  the  people  of  this  State  ~  if  it  lost  all  that 
income? 


Now,  we  should  talk  some  about  where  these  exports  go  and 
the  outlook  for  the  future.  We  tend  to  concentrate  on  the  trouble  spots, 
and  properly  so.  But  there  are  some  bright  spots,  too;  and  we  should 
look  at  the  whole  picture. 

Of  the  $5.1  billion  of  U.  S.  agricultural  exports  in  1961-62, 
a  record  of  $3.5  billion  were  commercial  sales  for  dollars,  and  $1.6 
billion  moved  under  Public  Law  48O  and  AID  programs  (foreign  currency 
sales,  donations,  barter,  and  long-term  supply  and  dollar  credit  sales). 
Recent  export  gains  stem  mainly  from  dollar  sales.  U.  S.  agricultural 
exports  climbed  $1.1  billion  from  the  avereige  of  the  three  years  ending 
June  30,  1957  (the  first  three  years  of  P,  L.  4^0)  to  the  average  of 


(more) 


USDA  628-63 


-  4  - 


the  three  years  ending  June  30,  1962.  Ninety  percent  of  the  rise  was  ( 

in  coiinnercial  sales  for  dollars. 

Our  major  commercial  markets  in  fiscal  year  1962  were  the 
European  Economic  Community,  Canada,  Japan,  and  the  United  Kingdom. 

These  areas  took  76  percent  of  all  agricultural  exports  for  dollars, 
while  other  Vest  European  countries,  excluding  the  U.  K.,  "bought  another 
B  percent. 


India  and  Pakistan  have  been  the  major  recipients  of  U.  S. 
agricultural  commodities  \inder  concessional  terms,  accounting  for  33 
percent  of  all  commodities  programmed  under  P.  L.  46O  from  its  inception 
in  1954  throTigh  June  30,  1962.  An  additional  23  percent  was  programmed 
to  Brazil,  the  United  Arab  Republic,  Turkey,  and  Poland  during  this  same 
period . 


The  Department  of  Agriculture  has  major  responsibilities  not 
only  for  programming  Food  for  Peace  commcdities  under  P.  L.  4^0,  l5ut 
also  for  maintaining  and  expanding  exports  for  dollars.  To  this  end,  we 
have  agricultural  attaches  stationed  in  56  countries  around  the  world 
to  keep  us  informed  on  agricultural  matters  and  to  help  develop  outlets 
for  our  products.  We  also  work  very  closely  with  private  trade 
organizations  —  such  as  Tobacco  Associates,  for  example  —  in  developing 
foreign  markets. 

The  recent  growth  in  our  commercial  exports  attests  the  success 
of  these  efforts,  and  there  is  reason  to  hope  for  more  success  in  the 
future.  Let's  take  a  look  at  the^prospects . 
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You  may  wonder  about  the  trade  implications  of  the  recent  French 
veto  of  Common  Markci^  js^oibership  for  Britain. 

First,  a  bit  of  background.  Back  in  1956,  the  Common  Market 
countries  invited  the  United  Kingdom  to  Join  them  in  developing  the  new 
European  Community.  After  due  consideration,  Britain  declined.  The 
political  problems  involved  were  considerable,  and  she  had  trade 
preferences  with  her  Commonwealth  partners  to  think  of.  Britain  had  a 
policy  of  low  tariffs  and  income  subsidies  for  her  farmers  to  keep 
consumer  prices  low.  She  bought  low-price  foods  from  Canada,  Australia, 
and  New  Zealand  under  the  Commonwealth  preference  system,  and  she  imported 
a  great  deal  from  the  United  States.  As  a  matter  of  fact,  Japan  and 
Great  Britain  are  America's  two  best  customers  for  farm  goods,  purchasing 
nearly  half  a  billion  dollars'  worth  every  year. 

In  1959,  Britain  and  six  other  European  nations  which  were 
not  members  of  the  EEC  formed  the  European  Free  Trade  Area  —  or  "EFTA". 
The  development  of  this  group  has  not  been  greatly  emphasized  while 
Britain  and  some  of  its  other  members  were  considering  membership  in  The 
Common  Market.  We  may  hear  more  of  it  now  that  Britain's  decision  to  join 
the  Common  Market  has  come  to  nothing,  at  least  for  the  present. 

What  does  all  this  mean  for  U.  S.  agricultural  trade? 

First;  We  retain  access  to  the  "liberal"  British  market.  Last 
year,  Britain  bought  $460  million  worth  of  corn,  wheat,  lard,  tobacco  and 
fruit  products  from  us.  We  might  have  lost  a  substantial  part  of  this 
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rich  market  had  she  joined  the  EEC  and  been  forced  as  a  condition  of 
membership  to  relinquish  some  of  her  liberal  import  policies. 

You  might  suppose,  therefore,  that  Americsms  had  cause  for 
rejoicing  over  President  de  Gaulle's  veto  of  the  U.  K.  But  you  must 
remember  that  issues  other  than  agricultural  trade  are  involved  — 
large  issues  of  great  import  to  the  Atlantic  partnership  and  the  Free 
World  community.  These  issues  include  nuclear  arms  policy,  the  fate  of 
the  North  Atlantic  Treaty  Organization  (NATO),  development  of  a 
European  "third  force  '  as  apparently  envisioned  by  de  Gaulle,  and  the 
desire  of  all  of  us  to  contain  Communism.  So  we  cannot  yet  read  all  the 
implications  of  the  Common  Market  decision  on  Great  Britain. 

Second:  Let's  take  a  look  at  our  trade  with  countries  outside 
the  Common  JVkrket.  We  ought  not  to  forget  that  other  Free  World  co\intries 
buy  two-thirds  of  the  farm  products  we  sell  for  dollars.  In  fiscal  year 
1962,  sales  to  the  "Outer  Seven"  nations  of  EFTA  amounted  to  $719  million, 
including  the  $460  million  to  the  United  Kingdom  which  I  mentioned  earlier. 
Japan  bought  $485  million  worth  from  us,  and  Canada  $430  million. 

There  are  substantial  opportunities  for  further  trade  expansion 
with  these  non-EEC  countries.  Japan  is  a  growing  market  for  feed  grains 
and  soybeans.  Canada  could  take  more  of  our  poultry,  especially  turkeys. 
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Third:  We  must  remember  that  the  Common  Market  cloud  has  a 
silver  lining,  too.  Over  60^  of  our  agricultural  exports  to  the  Six 
are  products  which  they  admit  on  favorable  terms  because  they  are  non¬ 
competitive  with  their  local  production.  We  can  expect  a  growth  in  these 
exports.  As  to  the  remainder  of  our  farm  exports  to  the  EEC,  we  can 
hope  to  maintain  access  by  insisting  upon  our  existing  rights  and  by 
negotiating  for  further  concessions.  New  authorities  under  the  Trade 
Expansion  Act  will  be  most  helpful.  We  plan  to  use  them  to  achieve  an 
interlocking  system  of  liberal  and  expanded  trade  for  both  industrial  and 
agricultural  products.  We  will  insist  upon  treating  negotiations  on 
both  as  a  single  package,  particularly  with  the  Common  I^ferket.  Since 
we  sell  the  Six  more  than  four  times  as  many  farm  products  as  we  buy 
from  them,  we  must  be  prepared  to  offer  concessions  on  industrial 
exports  in  exchange  for  concessions  we  receive  on  farm  products  from  the 
Common  Market  bloc. 

North  Carolina  farmers,  of  course,  are  extremely  interested 
in  the  outlook  for  ts-^bacco  exports  because  of  the  paramount  importance 
of  tobacco  in  your  farm  economy.  North  Carolina  grov'ers  receive 
about  $550  million  a  year  from  tobacco  —  70  percent  of  the  cash 
receipts  from  all  crops.  Obviously,  you  have  a  tremendous  stake  in 
maintaining  markets  for  tobacco. 
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About  25  percent  of  all  U.  S,  tobacco  goes  into  the  export 
market,  and  about  4O  percent  of  the  flue-cured  tobacco  crop.  It  is 
likely  that  North  Carolina  accounted  for  about  two -thirds  of  total  flue- 
cured  exports  of  some  4^5  million  pounds  in  the  past  marketing  year. 

This  means  that  the  export  value  of  North  Carolina's  flue-cured  leaf 
last  year  exceeded  $200  million,  and  that  is  a  lot  of  money. 

The  six  countries  of  the  Common  Market  bought  one -fourth  of 
U.  S.  flue-cured  exports  in  the  past  marketing  year.  We  are  watching 
tariff  developments  there  very  closely.  Their  tariff  on  tobacco  from 
non-member  countries,  as  now  scheduled,  will  be  28  percent  ad  valorem, 
with  a  minimum  of  13.2  cents  a  pound  and  a  maximum  of  17.2  cents.  The 
tariff  differential  will  encourage  EEC  importers  to  buy  low-priced  leaf, 
a  development  that  already  has  lowered  our  share  in  the  Common  Market 
because  U.  S.  tobacco  is  higher  priced  generally  than  that  of  our  com¬ 
petitors  . 


If  we  can  get  the  Common  Market  tariff  on  tobacco  reduced,  it 
will  help  our  growers  to  share  in  anticipated  expanded  tobacco  consimiption 
in  the  six  countries.  They  have  promised  to  negotiate  further  with  us 
on  the  tobacco  tariff,  and  we  are  hopeful  of  getting  a  more  favorable  rate. 

Not  all  the  threats  to  our  tobacco  exports,  however,  come  from 
high  tariffs  and  import  restrictions  in  our  foreign  markets.  Part  of 
the  trouble  is  right  here  at  home.  V/e  are  not  adequately  meeting  the 
competition  of  other  tobacco -producing  countries. 
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Competition  is  a  matter  of  "both  quality  and  price.  Our  flue- 
cured  tobacco  is  priced  higher  than  that  produced  in  other  countries. 
Nevertheless,  we  have  been  able  in  the  past  to  maintain  substantial 
export  sales  because  of  limited  production  abroad  and  the  superior 
quality  of  our  tobacco.  Even  so,  we  have  not  maintained  our  propor¬ 
tionate  share  of  the  world  market.  Other  countries  have  been  expanding 
their  production  and  improving  their  quality.  In  1950-5^,  the  U.S. 
share  of  flue-cured  free  world  trade  averaged  66  percent.  In  1962,  it 
had  dropped  to  50  percent . 

There  is  now  some  very  disturbing  evidence  that  the  situation 
is  likely  to  get  even  worse.  It  appears  that  owhile  our  prices  still 
remain  substantially  above  our  competitors  abroad,  we  are  losing  some 
of  our  quality  advantage. 

You  all  know  of  the  hearings  we  have  held  in  recent  months  on 
factors  affecting  the  quality  of  tobacco.  Those  hearings  were  held 
because  of  the  mounting  evidence  of  trouble  in  the  quality  of  our  tobacco 

For  example,  we  took  17  percent  of  the  flue-cured  crop - 237  million 

pounds - under  price  support  from  the  1962  crop.  This  contrasts  with 

only  5-6  percent  from  the  1961  crop.  And  the  trouble  does  not  appear 
to  be  lack  of  demand,  but  rather  that  so  much  of  the  I962  crop  was  re¬ 
garded  as  undesirable  by  foreign  as  well  as  domestic  buyers. 
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It  seems  clear  that  efforts  of  growers  to  increase  their  ( 

yields  per  acre  have  adversely  affected  tobacco  quality.  Practices 
which  have  caused  a  decline  in  quality  include  over -fertilization 
or  improper  f ertilization;,  close  spacing  of  plants^  excessive  irri¬ 
gation,  topping  plants  too  high,  chemical  sucker  control,  harvesting 
immature  tobacco,  and  poor  sorting  and  grading  on  the  farm. 

Obviously,  the  Department  of  Agriculture  cannot  successfully 
operate  a  price  support  program  unless  the  price  support  rates  reflect 
the  actual  value  and  marketability  of  the  tobacco.  We  are  announcing, 
therefore,  that  there  will  be  a  substantial  revision  in  the  grades  for 
the  1963  flue-cured  crop.  The  new  grades  will  closely  reflect  the 
current  market  standards  of  usability  and  desirability.  They  will 
do  a  better  job  of  distinguising  between  desirable,  less  desirable,  ( 

and  undesirable  tobacco  than  do  the  current  grades . 

Price  support  rates  for  the  I963  crop  will  also  be  revised 
accordingly  to  reflect  the  true  value  of  the  tobacco,  regardless 
of  the  factors  which  may  cause  a  reduction  in  quality- -whether  it 
be  too  much  fertilizer,  too  close  spacing,  excessive  irrigation, 
poor  variety,  or  some  other  reason.  The  tobacco  will  speak  for 
itself  when  it  gets  to  the  warehouse. 
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I  have  talked  about  how  we  are  working  to  preserve  and  expand 
our  export  sales  for  dollars.  To  complete  the  export  picture,  however, 

I  need  to  mention  again  the  $1.5  billion  of  last  year's  exports  represented 
by  Food  for  Peace  shipments.  Of  this  total,  $1  billion  worth  was  sold  to 
dollar-short  countries  for  their  own  local  currencies,  and  most  of  the  rest 
was  donated  for  emergency  relief  and  economic  development  programs. 

Part  of  the  donations  were  rushed  into  disaster  areas  like  the 
region  devastated  by  a  great  earthquake  in  Iran  some  months  ago.  But  a 
larger  share  was  used  to  upgrade  the  diets  of  35  million  school  children 
around  the  world  and  the  5  million  workmen  and  dependents  who  received  U.S. 
surplus  cereal  grains  in  partial  payment  for  labor  on  useful  local  improve¬ 
ments  in  more  than  a  dozen  less  developed  countries. 

The  sales  that  \ie  make  for  local  c'rrrencies--and  donations  to 
underfed  children  and  workmen--have  h\jmanitarian  objectives,  but  in  the 
long  run  they  tend  also  to  develop  future  markets  for  American  commodities. 
A  man  without  a  job  is  not  a  dollar  customer  right  now,  but  if  U.S.  surplus 
foods  are  used  to  feed  him  and  to  create  a  job  at  which  he  can  work,  he 
Is  a  potential  customer  of  the  futvire.  It  has  worked  that  way  time  and 
again. 


One  of  the  best  examples  is  Japan.  Following  World 
War  II,  we  sold  Japan  vdieat  and  nonfat  dry  milk  for  yen,  her  local  currency, 
and  we  donated  more  of  the  same  products  to  launch  a.  Bchool  Lunch  program. 
Shortly,  Japan  was  repaying  us  for  the  sales  in  dollars  and  wag  buying 
wheat  and  milk  from  us  to  feed  to  the  school  children  on  her  own.  Tt>iay, 
Japan  is  our  No.  1  cash  customer  for  agricultural  products. 
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other  types  of  foreign  aid  also  expand  trade.  Much  of  the 
development  assistance  granted  by  the  Agency  for  International  Development 
never  leaves  this  country;  it  is  spent  right  here  for  machinery  and  fuel 
and  ether  capital  purchases  necessary  for  economic  development  abroad. 

When  our  direct  foreign  aid  helps  to  revive  a  country’s  economy, 
that  country,  hopefully,  progresses  to  the  point  where  it  buys  from  \is 
with  hard  currency.  I  have  only  to  recall  to  your  mind  the  hugely 
successful  Marshall  Plan  which  lifted  the  countries  of  Western  Europe  off 
the  ropes  following  World  War  II,  and  made  them,  collectively,  our  biggest 
cash  customer  for  industrial  and  agricultural  products. 

We  are  deeply  involved  as  a  nation  in  all  kinds  of  activities, 
programs,  and  policies  undreamed  of  a  generation  ago.  We  are  involved 
in  a  mjimber  of  actions  to  improve  world  trade  in  agric;lLture .  Our  market 
development  efforts  are  vast.  Through  agricultural  exhibits  at  inter¬ 
national  trade  fairs  and  elsewhere,  through  advertising,  distribution  of 
samples,  trade -sponsored  visits  of  foreign  buyers  to  the  United  States, 
and  promotion  programs  involving  the  U.S.  Government  and  trade  cooperators, 
millions  of  foreign  consumers  have  become  better  acquainted  with  the 
quality  and  variety  of  American  food  and  fibers. 

In  the  months  ahead,  the  United  States  G'^vemment  -vdll  be  engaged 
in  important  trade  negotiations,  particularly  for  the  markets  of  Europe. 

We  cannot  negotiate  effectively  in  an  ivory  tower.  With  negotiation,  we 
must  also  get  our  point  of  view  across  to  foreign  consumers  and  voters  in 
hope  that  they,  in  turn,  will  convince  their  statesmen.  In  this  we  need 
your  help. 
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Secretary  Freeman  has  suggested  the  creation  of  an  "Atlantic 
Bridge  of  Ideas"  across  which  common  sense,  rational  concepts  of  trade  and 
commerce  can  travel.  This  would  be  a  two-way  bridge — like  trade — so  we 
might  benefit  from  Europe's  ideas  Just  as  they  benefit  from  ours. 

He  said  that  over  this  bridge,  the  realization  must  flow  that 
ovr  futures --that  of  the  United  States  and  Western  Europe --are  inexorably 
tied  together,  that  we  do  not  regard  the  people  of  Europe  as  rivals  but 
as  partners,  that  we  want  to  move  ahead  together. 

You  here  in  North  Carolina  and  neighboring  states  have  many 
reasons  to  be  interested  in  international  affairs.  You  have  demonstrated, 
through  your  Farmers  Cooperative  Council,  that  you  know  how  to  work 
together.  Let  us  expand  this  fine  concept  to  our  world  relationships. 

I  know  that  you  will  do  your  best  to  support  your  comtry's  efforts  to 
work,  and  trade,  with  others. 


*  *  *  * 
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U.  S,  Pg>)5rtment  of  Agriculture 

Office  of  the  Under  Secretary 


f 


I  am  delighted  to  he  here  today.  I  want  to  use  this  opportunity 


-to  talk  to  you  about  the  Department  of  Agriculture.  I  do  not  propose  to 
say  much  about  those  activities  of  the  Department  which  are  of  primary 
interest  to  this  group,  I  know  that  Secretary  Freeman  spoke  to  you  yesterday 
and  that  many  other  officials  of  the  Department  are  discussing  with  you 
questions  relating  to  grain  programs.  Indeed ^  I  think  it  is  likely  that  you 
are  better  informed  just  now  about  the  grain  programs  of  the  Department  than 


I.  Accordingly,  I  would  like  to  ask  you  to  join  me  in  taking  a  brief  look 
at  some  of  the  other  activities  of  this  fabalous,  fascinating  and  altogether 
asto’mding  institution. 


As  you  may  know,  I  was  new  to  the  Department  of  Agriculture  when 
I  went  there  in  January  of  1961.  I  had  lived  in  Washington  for  25  years, 
most  of  that  time  in  Government  service,  and  thought  I  was  familiar  with 
the  operations  of  the  Federal  Government .  However,  I  have  found 
during  these  past  two  years  that  there  were  many  wondrous  things  in  the  USDA 
that  few  Washingtonians  ever  dreamed  of. 

It  is  amazing  that  such  a  remarkable  institution  as  the  USDA  could 
exist  in  this  city  with  the  rest  of  the  people  here  knowing  so  little  about 
it.  Perhaps  the  principal  reason  for  this  is  the  poor  coverage  Washington 
newspapers  give  to  agriculture.  You  find  much  more  news  about  agriculture 
in  other  newspapers  —  the  New  York  Times,  the  Wall  Street  Journal,  the 
Journal  of  Coromerco .  And  in  many  of  our  Midwest  newspapers,  I  think  you  find 
more  news  about  agriculture  than  you  do  about  all  the  rest  of  the  Washington 
scene  put  together. 

Address  by  Under  Secretary  of  Agriculture  Charles  S.  Mirphy  before  the 
National  Federation  of  Grain  Cooperatives,  State  Room,  Mayflower  Hotel, 
Washington.  D.  C..  April  3.  1961.  1?:15  p.m.  (RST''. 
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Perhaps  this  explains  why  Agriculture  seems  close  to  the  people  in 
the  rest  of  the  nation  while  it  leads  a  rather  insular  existence  in  the 
District  of  Columbia.  Significantly,  the  group  in  Washington  that  seems  to 
know  most  about  the  Department  of  Agriculture  is  the  Congress.  The  Congress 
also  is  close  to  the  people.  And,  in  turn,  I  think  it  is  this  knowledge 
on  the  part  of  the  Congress  which  makes  the  Department  (5f  Agriculture  the 
extremely  comprehensive  and  varied  organi2:ation  it  is  today.  Because  the 
Congress,  having  found  that  when  they  assign  a  job  to  this  Department  it 
usually  gets  done,  has  for  the  past  100  years  been  piling  on  one  job  after 
another.  The  total  result  is  one  that  I  have  been  learning  about  with 
growing  amazement  during  the  past  two  years  since  I  went  to  the  Department. 

Many  people  have  asked  why  I  went  to  the  Department  of  Agriculture. 

I  think  the  principal  reason  was  that  I  was  carried  away  by  an  idea.  You 
know  almost  everyone  believes  he  could  handle  the  so-called  "farm  problem" 
better  than  people  who  are  doing  it.  I  used  to  share  that  feeling. 

However,  I  differed  from  most  people  about  this  in  one  important  respect. 

Most  people  have  sense  enough  to  tell  how  the  "farm  problem"  ought  to  be 
solved  and  let  it  go  at  that  -  while  they  go  on  about  their  regular  business 
in  some  other  line  of  work.  I  didn't  have  that  much  sense,  so  I  actually 
went  over  to  see  if  I  was  right. 

I  have  found  that  working  on  the  "farm  problem"  is  not  greatly 
different  from  what  I  had  expected,  but  I  have  been  utterly  amazed  at  the 
scope  and  variety  of  the  other  activities  of  the  USDA  —  many  of  which  are 
of  greater  importance  to  consumers  and  the  general  public  than  to  farmers. 

I  still  have  not  become  thoroughly  familiar  with  all  the  Department's 
activities  —  you  might  say  that  I'm  still  in  my  period  of  on-the-job  training. 

For  example,  I  have  not  yet  had  time  to  get  out  to  Beltsville,  where  the 

Department  carries  on  a  very  fine  and  extensive  research  operation.,  _ 

(more)  USDA  1099-63 


-  3  - 


Just  the  other  day  I  was  surprised  to  get  a  call  from  a  friend  who 
wanted  me  to  help  him  get  a  hotel  reservation  in  Oregon,  The  reason  he  gave 
was  that  the  hotel  was  in  a  National  Forest  and  was  owned  hy  the  Forest 
Service.  The  Forest  Service  is  in  the  Department  of  Agriculture.  So  I 
inquired  as  to  whether  we  did  in  fact  own  the  hotel  and  found  that  not  cnly 
did  we  own  this  hotel,  but  that  in  addition  the  National  Forests  also  have 
417  other  hotels,  lodges,  and  resorts;  18,230  cabins;  556  organization  camps; 
4?22l  campgro^onds;  1,264  picnic  areas;  196  swimming  sites;  andi  391  boating 
sites.  The  picnic  and  camping  areas  alone  can  accommodate  more  than  325,000 
persons  at  one  time,  and  last  year  there  were  II3  million  recreational  visits 
to  the  National  Forests.  (We  will  come  back  to  the  Forest  Service  later,  but 
that  is  a  sample  of  the  kind  of  thing  I'm  still  running  into.) 

I  kfiow  that  this  group  is  far  more  knowledgeable  about  USDA  than 
most  V/ashingtonians .  Indeed,  as  xo  some  of  our  operations,  I  am  sure  you 
are  the  world's  greatest  experts.  I  am  also  sure  that  you  would  agree  with 
me  that  the  USDA  as  you  know  it  is  one  of  the  finest  service  organizations 
in  the  world.  Nevertheless,  I  expect  there  are  some  of  its  activities  with 
which  you  might  not  be  thoroughly  familiar,  and  I  thought  that  in  your 
discussions  with  USDA  officials  at  this  conference  you  might  like  to  have  a 
change  of  pace  by  getting  away  from  grain  for  a  short  while. 

The  work  of  USDA  is  carried  on  through  16  operating  agencies, 
under  the  direction  and  supervision  of  the  Secretary's  office,  and  with 
administrative  support  from  a  number  of  central  administrative  services. 

The  largest  of  the  16  agencies  is  the  Forest  Service.  It  has  more 
than  of  all  the  employees  in  the  Dex>a rtment .  It  administers  the  National 
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Forests  and  National  Grasslands  —  186  million  acres,  located  in  4I  states 
and  Puerto  Rico.  If  the  National  Forests  were  all  put  together,  they  would 
cover  all  New  England  plus  New  York,  Pennsylvania,  New  Jersey,  Maryland, 
Delaware,  Virginia,  North  Carolina  and  j  of  South  Carolina.  That's  a  lot  of 
land . 


The  National  Forests  must  have  roads  in  them  and  do  have  —  162,000 
miles.  In  1961,  USDA  built  and  supervised  the  building  of  enough  roads  to 
stretch  from  the  Atlantic  to  the  Pacific  and  halfway  back  again. 

The  Forest  Service  sells  more  timber  than  the  biggest  timber  company 
in  the  world  —  $106  million  in  1962. 

The  Forest  Service  operates  the  biggest  fire  department  in  the 
world  —  fights  12,000  fires  a  year.  In  firefighting,  it  uses  —  on  the 
ground  —  bulldozers,  sandcasting  machines,  and  water  pumping  trucks.  In 
the  air,  it  uses  patrol  planes,  chemical  carrying  air  tarJcers,  and  helicopters  - 
and  is  getting  ready  to  use  guided  missiles.  It  also  uses  smoke  jumpers  — 
and  the  Air  Force  sends  personnel  to  the  smoke  jumpers  school. 

The  Forest  Service  also  goes  in  for  the  finer  things  of  life.  It 
has  189  winter  sports  sites  —  which  had  5.2  million  visits  in  1962.  These 
include  such  famous  ski  areas  as  Aspen,  Squaw  Valley,  Alta,  Mt.  Hood, 

Sugarbnck,  and  Big  Bromley. 
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people  also  hunt  and  fish  in  the  National  Forests  —  24  million  of 
them  in  1962 .  81^  000  miles  of  fishing  streams  —  2  million  acres  of  lakes . 

Jndt  about  every  type  of  big  game  animal  in  America  can  be  found  there: 

Deer,  elk,  moose,  antelope,  bear,  mountain  goat,  bighorn  sheep,  javelina, 
and  European  wild  boar. 

One  thing  more  about  the  Forest  Service.  There  is  much  agitation 
to  preserve  America's  remaining  wilderness  these  days,  but  the  Forest  Service 
has  been  preserving  wilderness  for  more  than  thirty  years.  As  a  result  of 
Forest  Service  policies  going  back  as  far  as  1924  areas  that  were  chiefly 
valuable  as  wilderness  were  set  aside  for  that  purpose;  there  are  now  83 
wilderness,  wild,  primitive  and  canoe  areas  which  total  more  than  14  million 
acres.  These  are  mostly  in  the  mountainous  West,  but  there  are  also  wild 
areas  in  Nev^  Hairipshire  and  Norxh  Carolina,  plus  the  incomparable  canoe 
country  (more  than  800,000  acres)  along  the  Canadian  border  in  the  Superior 
National  Forest,  Minnesota.  Along  the  Idaho -Afont ana  border  there  is  the 
Selway-Bitterroot  Wilderness  Area,  nearly  the  size  of  Delaware  —  all  wilderness. 

But  I  must  leave  the  Forest  Service  —  there  are  15  other  operating 
agencies  of  the  Department. 

Another  of  our  larger  agencies  is  the  Agricultural  Research  Service. 

It  does  the  things  you  would  naturally  expect  a  research  service  to  do  — 
such  as  developing  better  and  more  efficient  ways  to  produce  farm  crops  and 
animals.  It  does  these  things  amazingly  well,  too,  and  has  achieved  some 
real  breakthroughs.  The  scientific  advances  of  recent  years  have  resulted 
in  several  billion  dollars  annual  savings  in  the  cost  of  farm  production. 
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Since  these  savings  far  excee(i  the  increase  in  farm  income,  it  is  apparent  ( 

that  they  have  been  largely  passed  on  to  others.  That  is  why  the  average 
American  today  spends  only  19^  of  his  income  for  food  —  the  lowest 
proportion  of  any  time  or  any  people  in  history. 

But  there  are  other  activities  of  the  ARS  that  are  less  to  he 
expected  and  less  well  laiown.  For  example,  out  of  its  work  have  come  such 
important  contributions  to  mankind  as  the  commercial  production  of  penicillin, 
and  other  valuable  medicines  and  antibiotics,  including  streptomycin, 
aureoraycin,  and  terramycin,  an  well  as  a  substitute  for  blood  plasma. 

The  ARS  also  Inspects  the  meat  that  is  slaughtered  for  sale  in 
interstate  commerce.  For  this  purpose,  it  employs  over  3/000  meat  inspectors 
and  each  of  them  inspects  an  average  of  I4  million  pounds  of  meat  and  meat 
products  a  year. 

Among  its  mar-y  other  duties,  ARS  also  operates  the  inspection  and 
quarantine  services  for  plants  and  animals  imported  into  the  United  States. 

The  main  purpose  of  this  is  to  prevent  the  bringing  in  of  new  diseases  or 
insect  pests.  The  ARS  is  very  strict  about  this  and  insists  on  doing  a 
thorough  job.  In  fact,  they  are  the  ones  who  insist  that  your  baggage  be 
opened  and  inspected  when  you  come  through  customs  when  you  return  from  a 
trip  abroad.  The  Treasury  Department  decided  some  time  ago  that  it  was 
willing  to  go  to  a  spot  check  operation  on  baggage  for  purposes  of  collecting 
customs  duties.  But  not  —  they  want  every  bag  opened  —  so  we  actually 
pay  the  Customs  Service  several  million  dollars  a  year  to  get  them  to  run  a 
tighter  operation  than  they  would  otherwise.  Just  remember,  the  next  time 
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you  come  through  customs  —  those  fellows  who  rummage  through  your  bags  are 
not  really  looking  for  diamonds  they're  looking  for  hoof  and  mouth 
disease  or  the  Mediterranean  fruit  fly. 

Then  there's  the  Soil  Conservation  Service.  That's  another  one 
of  our  l6  agencies.  All  of  you  may  know  that  the  SCS  helps  the  farmers 
conserve  their  soil  --  and  this  is  a  precious  resource  upon  which  our 
continued  existence  as  a  nation  depends.  Very  true.  But  there  are  other 
things  about  SCS  you  might  not  know. 

The  City  of  Detroit  has  entered  into  an  agreement  vnLth  the  SCS 
for  soils  information  on  a  strip  of  land  over  100  miles  in  length  and 
80  feet  in  width  for  a  water  main  which  is  to  be  installed.  The  purpose  -- 
to  save  taxpayers  money  by  routing  the  line  through  soils  best  suited  to 
this  purpose. 

In  April  I96I,  the  City  Council  of  San  Antonio,  Texas,  authorized 
a  contract  agreement  v/ith  SCS  to  undertake  an  intensive  soil  survey  of  280 
square  miles  of  urban  land.  The  soil  survey  Information  is  being  used  for 
zoning,  urban  planning,  tax  evaluation,  and  construction.  City  Manager  Jack 
Shelley  said:  "No  official,  department,  bureau,  or  agency  in  San  Antonio 
IS  now  proposing  construction  \n.thout  using  the  soil  survey  as  one  of  their 
basic  tools." 

The  people  of  Stamford,  Connecticut,  turned  a  swamp  into 

a  much  needed  recreation  area  after  they  requested  SCS  to  make  a  survey  and 
study  and  recommend  use  of  the  swamp  area.  SCS  designed  a  drainage  ditch 
to  drop  the  water  level  two  feet,  and  the  Stamford  City  Park  Commission 
contracted  the  building  of  three  ponds  and  stocked  them  mth  fish.  For  an 
outlay  of  only  $4,500,  the  city  provided  its  people  with  a  30-acre 
recreational  center. 
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The  SCS  has  also  helped  farmers  build  m^re  than  a  million  farm 
ponds  -■  and  is  helping  in  the  coordinated  development  of  entire  watersheds 
for  flood  control;  irrigation;  fire  protection,  recreation.  All  this  is 
very  helpful  to  farmers  and  other  people.  Moreover,  it  has  greatly  improved 
living  conditions  for  the  birds  and  beasts  and  fishes  on  the  privately 
owned  rural  lands  where  more  than  80'^  of  our  hunting  and  fishing  takes 
place.  The  result  --  believe  it  or  not  --  we  have  today  more  kinds  and 
greater  numbers  of  game  birds,  game  mammals,  furbearers  and  game  fish  than 
were  present  when  white  men  first  set  foot  on  American  soils. 

Then  there's  the  Agricultural  Marketing  Service,  another  of  our 
l6  agencies.  The  AMS  in  turn  operates  through  about  7  divisions.  I  shall 
talk  of  just  one  of  its  divisions  --  Food  Distribution.  This  division 
operates  the  direct  distribution  program,  to  provide  food  for  7  million 
needy  Americans^  the  food  stamp  plan,  a  highly  successful  pilot  operation 
for  the  past  2  years  under  which  250,000  Americans  are  now  enjoying  better 
diets;  the  school  lunch  program  which  makes  it  possible  for  15  million 
children  in  65,000  schools  to  eat  2^  billion  well-balanced  lunches;  and 
the  special  milk  program  which  provides  2.6  billion  half -pints  of  milk  to 
children  in  87,000  schools  and  other  institutions.  Here  you  have  one 
division  in  one  of  l6  agencies  in  USDA  distributing  over  $600  million  of 
food  a  year. 

In  the  Fall  of  I96I,  I  went  with  Vice  President  Lyndon  Johnson  to 
the  coast  of  Texas  where  hurricane  Carla  had  struck.  You  remember  they  had 
some  terrible  floods  there  and  many  people  were  flooded  out  of  their  houses. 

We  found  hundreds  of  these  people  who  had  taken  refuge  in  school 
houses  and  were  living  on  the  food  the  USDA  had  sent  there  for  school  lunches. 
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That  was  entirely  proper.  The  agreements  between  the  States  and  USDA 
expressly  provide  that  this  food  shall  be  available  for  emergency  use  in 
case  of  disaster.  And  before  the  flood  waters  had  gone  down,  we  had  more 
food  on  the  way  into  the  area  to  meet  the  emergency  needs.  The  Department 
made  food  available  free  of  charge  for  all  people  displaced  by  the  flood 
and  who  were  not  able  to  pay. 

Honestly,  I'm  just  scratching  the  surface  about  what  goes  on  in 
USDA.  We  also  have  some  farm  programs  over  there.  And  they  do  get  us  into 
the  most  interesting  situations. 

In  our  price  support  operations,  we  from  time  to  time  acquire  large 
quantities  of  agricultural  commodities.  Then  we  have  to  look  after  them 
until  we  can  dispose  of  them.  These  inventories  get  quite  large  --  when 
Benson  was  over  there,  they  were  called  surpluses.  Currently,  the  commodity 
inventories  --  plus  the  coirmodities  under  price  support  loans  --  amount  to 
about  $8  billion. 

This  means  that  we  are  responsible  for  the  storage  and  handling  of 
the  largest  part  of  the  wheat,  cotton,  corn  and  other  feed  grains  that  exist 
in  the  United  States  today.  This  naturally  makes  us  large  and  valued 
customers  of  the  grain  elevator  and  warehouse  storage  industry,  and  subjects 
all  our  actions  and  policies  in  this  field  to  close  scrutiny  and  pointed 
comments . 


Recently,  we  were  considering  some  possible  changes  in  our  policies 
concerning  the  storage  of  cotton.  Cotton  storage  warehouses  are  scattered 
all  across  the  cotton  belt  from  North  Carolina  to  California  --  and  about 
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3/4  of  the  cotton  in  those  warehouses  is  now  Government  cotton  or  under  I 

Government  loan.  We  invited  18  representative  members  of  the  industry  to 
come  in  to  consult  with  us  about  the  possible  changes.  We  sent  out  18 
invitations  and  got  200  acceptances  --  and  about  50  of  them  were  Members  of 
Congress. 

That  just  proves  the  point  that  the  rest  of  the  country  cares  a  lot 
more  about  Agriculture  than  Washington  does. 

Two  of  the  Department’s  agencies  make  credit  available  for  vitally 
needed  purposes  in  rural  areas  --  the  Farmers  Horae  Administration  and  the 
Rural  Electrification  Administration.  It's  hard  to  visualize  the  size  of 
these  operations  --  just  the  credit  aspects  of  USDA's  activities.  The 
volume  of  the  Department's  outstanding  loans  exceeds  that  of  the  largest 

( 

bank  in  the  country.  Including  price  support  loans,  the  total  is  well  over 
$8  billion,  compared  with  $7.6  billion  for  the  Bank  of  America  and  $5.4 
billion  for  Chase  Manhattan. 

One  little  story  about  civil  defense.  I  expect  we  have  the  best 
civil  defense  organization  in  the  country,  reaching  down  into  every  county. 

But,  frankly,  until  the  Cuban  crisis  came  along,  I  didn't  know  much  about 
it.  During  the  Cuban  crisis,  we  went  to  the  White  House  to  a  meeting  on 
civil  defense  and  protection  of  Government  employees.  One  official  who  was 
there  told  how  the  employees  in  his  Department  knew  they  were  supposed  to 
go  to  a  certain  part  of  the  building  as  a  fallout  shelter,  but  the  Department 
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had  no  instruments  to  measure  fallout.  His  Department  was  taking  measures 
to  get  some  such  instruments  and  thought  others  might  want  to  do  the  same. 

I  very  discreetly  kept  quiet,  because  I  didn't  know  whether  USDA 
had  a  Geiger  counter  or  not.  Then  I  went  back  to  the  Department  and  asked 
a  question  --  did  we  have  one?  What  I  found  out  was  that  we  had  a  trained 
monitoring  crew  with  a  complete  set  of  instruments  to  measure  radioactivity 
in  each  county  in  the  country,  and  that  USDA  operated  the  fallout  monitoring 
network  for  the  whole  Government. 

I  still  have  touched  on  only  a  small  part  of  the  Department's  work. 
But  I  will  forego  the  rest  for  now. 

I  do  wish  I  had  time  to  tell  you  about  the  National  Agricultural 
Library,  and  about  the  Graduate  School  with  10,000  students  and  over  300 
courses  of  study,  and  about  the  Symphony  Orchestra. 

However,  I'm  afraid  all  this  will  have  to  wait  until  another  time. 


USDA  1099-63 


s. 


OP 


‘'ewfl- 


4  !9S3 


c  a  /i.jfjf 


/O 

Before  the  Subcommittee  on  Dairy  of  the  Committee  on  Agricultur^ef^^- 
^  House  of  Representatives,  Relating  to  the  1963  Dairy  Program 

May  1,  1963 


Statement  of  Charles  S.  Murphy 
Under  Secretary  of  Agriculture 


Mr  .  Chairman  and  Members  of  the 'Committee; 

' I  am  very  happy  to  have  this  opportunity  to  appear  before  your 
Committee  with  respect  to  dairy  legislation. 

It  is  clear  to  all  of  us  that  the  present  dairy  situation  is  un- 
'satisfactory  in  two  respects  -- 

*  (i)  The  income  of  dairy  farmers  is  too  low,  and 
..  j  (2)  Too  much  Government  money  is  going  into  building  up  excessive 
-•  inventories  of  dairy  products. 

We  believe  legislation  can  be  enacted  that  will  improve  the  present 
-  .program  in  both  of  these  respects.  I  will  comment  specifically  on  pro¬ 
visions  of  some  of  the  bills  which  are  pending  before  your  Committee  and 
on  some  of  the  proposals  that  have  been  presented  to  you  in  these  hearings. 
First,  however,  I  would  like  to  review  the  background  of  the  problem. 

1  ,  r-„  ;(  Over  the  pact  two  years,  the  volume  of  surplus  dairy  products 
acquired  by  the  Commodity  Credit  Corporation  under  the  existing  dairy 
price  support  law  has  Increased  very  substantially.  In  1960,  CCC 


,  ,  •  tK  . 

purchases  amounted  to  less  than  3  percent  of  the  butter fat  in  milk 

■  O.i  > 

marketed  by  farmers  and  about  7.7  percent  of  the  non-fat  solids. 

■>  '  • 

But  during  1962,  the  CCC  acquired  9  percent  of  the  butterfat  and  13 
percent  of  the  non-fat  solids  in  all  of  the  milk  marketed  by  farmers. 
Annual  CCC  expenditures  under  the  dairy  price  support  programs,  which 
averaged  less  than  $300  million  from  the  beginning  of  the  program  in 
1949  through  the  fiscal  year  1960,  jumped  to  approximately  $600  million 
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In  the  fiscal  year  1962,  and  current  projections  indicate  they  will, 
remain  near,  or  in  excess  of,  $500  million  even  with  the  support  level 
at  75  percent  of  parity  the  minimum  level  at  which  we  are  required 
to  support  milk  prices. 

The  most  significant  factor  in  the  rise  of  CCC  purchases  in  1961 
was  the  decline  in  the  consumption  of  both  fluid  milk  and  manufactured 
dairy  products.  While  per  capita  consumption  of  many  dairy  products 
has  been  falling  steadily  in  recent  years,  total  milk  consumption  has 
still  increased  at  the  rate  of  about  half  a  billion  pounds  a  year 
because  of  our  growflng  population.  But  in  1961,  instead  of  Increasing, 
total  milk  consumption  declined  by  about  1.6  billion  pounds.  Milk 
production  also  .began  to  increase  late  in  1960,  but  if  milk  consiimption 
had  not  dec llne>d  there  would  have  been  little  cause  for  concern  over  the 
increase  in  production.  We  had  anticipated  some  increase  in  the  amount 
6f  surplus,  and;  we  were  prepared  to  accelerate  our  use  of  dairy  products 
in  both  foreign  and  domestic  outlets  in  order  to  prevent  stocks  from 
acciunulating.  But  with  consumption  at  a  lower  level  than  expected,  the 
CCC  was  forced  to  acquire  under  the  price  support  program  twice  as  much 
butter  as  could  be  utilized  through  available  disposal  outlets.  This 
was  the  case  even  though  we  expanded  domestic  distribution  through  the 
various  authorized  outlets  to  a  rate  almost  50  percent  greater  than 
that  of  the  years  Immediately  prior  to  1961.  We  have  also  offered 
200  million  pounds  of  surplus  butter  for  foreign  donation,  but  to  date 
outlets  have  been  found  for  only  52  million  pounds. 

■'  '  '  ^  .<! 
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Last  sunmer,  the  amount  of  butter  in  storage  approached  the 
limit  of  available  freezer  capacity.  It  became  necessary  to  ship  butter 
to  locations  far  removed  from  the  production  areas,  resulting  in 
additional  transporation  costs  of  from  1  to  4  cents  per  pound.  Some 

butter  in  storage  was  also  approachilng  two  years  of  age  --  the  maximum 

\ 

length  of  time  butter  can  be  stored  without  some  danger  of  spoilage. 

To  relieve  this  situation,  100  million  pounds  of  butter  were  converted 
into  butter  oil  for  possible  foreign  distribution.  This  relieved  some 
of  the  pressure  on  freezer  space,  because  butter  oil  can  be  held  in 
coolers  at  above  freezing  temperatures  without  deteriorating. 

While  butter  purchases  have  declined  slightly  in  recent  months,  , 
acquisitions  are  still  running  substantially  above  distribution  levels 
and  adding  to  the  quantities  already  in  storage.  The  present  CCC  ,  , 
inventory  is  equivalent  to  about  385  million  pounds  of  butter  and  will 
continue  to  increase.  While  this  quantity  is  slightly  smaller  than 
anticipated  earlier,  it  remains  a  critical  problem.  Purchases  of 
butter  are  still  running  at  an  annual  rate  of  350  million  pounds  while 
our  distribution  programs  are  using  only  about  260  million  pounds. 

I  have  noted  that  some  observers  are  taking  the  decline  of  milk 
production  in  recent  months  to  be  an  indication  that  milk  supplies 
will  continue  to  decrease  with  price  supports  at  only  75  percent  of 
parity.  I  believe  this  judgment  is  a  little  premature.  There  is 
strong  reason  to  believe  that  the  recent  decline  is  largely  the  result 
of  unusual  weather  conditions  and  that  production  will  turn  up  again 
with  a  return  of  normal  weather.  Last  summer,  the  entire  Northeastern 
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quarter  of  the  country  was  hit  by  a  severe  drouth.  Pasture  conditions 
were  very  poor,  and  milk  production  waa  down  by  as  much  as  3  percent 
in  soine  of  the  major  dairy  States  of  thie^Northeast .  Since  recovering 
from  the  drouth,  however,  thoae  States  have  again  started  to  increase 

,  .  i;-  -f'  ' 

their  milk  production  and  in  recent'  menths  their  output  has  been 
running  above  levels  of  a  year  ago.  'The  winter  which  has  just  ended 
was  one  of  the  most  severe  on  record,  particularly  in  the  Midwest  area 
where,  temper atutes  stayed  in  the >  belc^^r.z^ro  range  for  weeks  at  a  time. 
These  conditions  were  reflected  in  la  xieqilne.  in  milk  production,  but 
with  the  coming  of  spi^ng,  it  ls>q[uiterlikely  t^at  the  downtrend  in 
production  will  reverse  in  the  Midwest  as  it  did  in  the  Northeast. 

Over  the  years;  the  most,  important  factpf:  production 

statistics  has  been  the ? rise* in  production  per  qpw.  During  the  five 

-  'fr'  '  ■  :  V  '  ’ 

years  prior  to  1962,  milfc  production  per  cow  i^rea^ed  by  200  or  more 
pounds  edch  year,  ^ut  in  1962,  production  per  cow  Increased  only  147 


pounds:  This  rate  of  increase  is  26  percent  less  ^than  in  previous 
years.  The  only  apparent  explanation  for  this  s^maller  increase  in 
productivity  is  the  adverse  weather.  Assuming  nprmal  weather  this 
coming  year,  it  is  quite  possible  that  we  wili  again  have  at  least  a 
200-pound  Increase  in  Output  per  cow.  With  lower  livestock  prices,  it 
is  not  likely  that  the  rate  at  which  farmers  cull  their  herds  will 
increase.  Therefore,  an  Increase  in  milk  production  which  would  force 
the  CCC  to  maintain  or  even  increase  its  current  level  of  purchases  is 
a  definite  possibility. 


■P-.t  : 
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It  is  an  extremely  difficult  task  to  devise  legislation  which  will 
solve  the  problem  of  dairy  surpluses- wjithout  impairing  the  income  of 
the  dairy  farmer.  The  incomes  of  dairy  farmers  are  already  among  the 
lowest  for  any  farm  commodity  group.,.  In  1962  net  annual  farm  incomes 
on  typical  conmercial  family- operated  dairy  farms  in  important  producing 
areas  ranged  from  $3,118  to  $6,221.  These  incomes  are  lower  than  the 
incomes  on  most  other  types  of  commercial  family-operated  farms.  When 
allowance  is  made  for  the  large  capital  investment  on  these  farms  by 
figuring  a  capital  charge  at  current  interest  rates,  returns  to  operator 
and  family  labor  range  from  $667  to  $2,551  per  year. 

Moreover,  dairy  farmers  are  faced  with  jconstantly  increasing  costs 
in  the  production  of  milk  to  meet  the  high  standards  of  sanitation  re¬ 
quired.  Expensive  bulk  cooling  tanks  and  advanced  types  of  milking 
equipment  are  becoming  requirements  in  more  and  more  areas.  In  order 
to  fully  utilize  this  equipment,  yet  keep  production  costs  down’  farmers 
are  forced  to  expand  their  output.  But  when  they  expand  output,  the 
extra  milk  they  produce  adds  to  our  surplus  problems  and  further 
depresses  milk  prices.  Under  these  circumstances,  there  is  great  need 
for  an  effective  means  of  supporting  the  dairy  farmer's  income  at 

‘  X 

reasonable  levels  while  at  the  same  time  bringing  production  into 
balance  with  demand. 

Our  present  dairy  programs  do  not  provide  those  means.  The 
Agricultural  Act  of  1949,  under  which  manufacturing  milk  prices  are 
supported,  provides  no  mechanism  for  dealing  with  surplus  problems  other 
than  reducing  the  level  of  price  support.  The  law  requires  that  the 
Secretary  of  Agriculture  provide  price  support  for  milk  and  butterfat 
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at  such  level  between  75, and  90  percent  , .of  parity  as  will.. provide  an 
adequate  supply.  Current  surplus  problems  have  prevented  maintaining 
price  supports  above  75  percent  of  parity.'  On  the  other  hand,  when 
price  supports  are  held  at  75  percent  of  parity,  dairy  farm  Income  is 
extremely  low.  Yet,  dairy  farmers  find  it  difficult  to  reduce  their 
output  because  of  the  large  investment  t^ey  have  in  facilities  which 
can  be  used  only  for  the  production  of  milk.  It  s^ms  to  me  that  simply 
to  reduce  the  price  suppo:^t  level  to  cut  the  Income  of  dairy  farmers 
whenever  surpluses  increase  would  be  inconsistent  with  the  basic 
objective  of  price  support  programs,  llie  Agricultural  Marketing 
Agreement  Act  of  1937,  under  which  the  ^f luid  milk  marketing  orders 

k  • 

are  established,  is  likewise  limited  to  price-cutting  as  the  only 
authority  available  to  deal  with  problems  of.  ever supply. 

.  i  .  w'lV  -  '■ 

To  illustrate  the  injustice  of  the  price-cutting  approach,  consider 
the  case  right  now  in  the  big  fl,uld  milk  market  of  New  York-New  Jersey. 
The  blend  price  received  by  farmers  in  this  market  is  presently  the 
lowest  it  hat{  been  ip  several  years  because  of  the  surplusv  Yet  we 
are  required  under  the  New  York-New  Jersey  order  to  initiate  proceedings 
before  very  long  to  review  the  prices  in  these  markets  and  presumably 
consider  a  further  reduction  in  prices  paid  to  producers.  ^  This  is  the 
only  recocrce  the  law  gives  to  us  when  rurplusee  increase. 


7y'P^_  .S»  Department  of  Apiriculture 
ffice  of  the  Under  Secretary 
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I  have  spent  a  lot  of  time  during  the  past  two  years  working  on 

‘'■a5cr::;-j  ■  .  /  /■  • 

proposed  cotton  legislation.  This  has  been  a  most  interesting  experience. 
Hov^ever,  at  this  time  it  appears  that  the  degree  of  success  which  is  likely 
to  be  achieved  is  a  matter  of  conjecture. 


I  said  last  December  that  I  thought  the  prospects  for  new  cotton 
legislation  were  excellent  because  there  were  so  many  people  who  needed 

u-  ■  ‘  I  ■  ,  '  f  "  •  ' 

cotton  legislation  so  badly  they  would  simply  have  to  get  together  -- 
submerge  their  differences  --  and  work  to  get  a  bill  passed.  It  now  seems 
that  I  may  well  have  been  wrong  in  my  estimate  of  the  situation.  Difference 

■'''i  •  .  t  '  •  \ 

have  not  been  submerged. 


I : spoke  again  on  this  subject  in  January,'  At  that  tirae.y.-!!  said 
"the  hope  for  enactment  of  new  cotton  legislation  remain  si  aliye .  Wliether 
this  hope  is  in  fact  realized  will  depend  to  a  great  extent  on  whether 
the  different  groups  in  the  cotton  industry  ^-can  and  will  submerge  their 
respective  viewpoints  sufficiently  to  provide  the  essential  degree  of 
accommodation  to  the  viewpoints  of  others.  No  one  is  going  to  be  able 
to  have  his  first  choice  as  to  what  the  new  legislation  v/ill  contain.  It  is 
possible,  however,  to  have  new  legislation  under  which  everyone  would  be 
better  off  than  with  no  new  legislation  at  all.  That  is  the  real  choice. 


"Even  if  the  cotton  industry  is  united  in  its  efforts- to  obtain 
prompt  passage  of  a  new  bill,  there  are  many  pitfalls  along  the  way  and 
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many  difficulties  ahead  in  obtaining  the  necessary  concurrence  and  support 
from  non-cotton  groups.  Substantial  opposition  or  dissension  within  the 
cotton  in lustry  itself  can  and  almost  certainly  will  prevent  passage  in  time 
for  the  planting  of  the  19^3  crop.  . 

"l  believe  the  recommendations  of  the  Secretary’s  Cotton  Mvisory 
Committee  of  January  l4,  1963#  offer  the  best  --  and  perhaps  the  only  -- 
basis  on  which  there  is  a  reasonable  hope  of  agreement.  These  recommenda¬ 
tions  were  arrived  at  by  the  Mvisory  Committee  after  deliberations 
extending  over  many  months  and  after  thorough  discussion  of  many 
alternative  proposals.  They  represent  a  degree  of  agreement  which  was 
reached  only  after  much  give  and  take.  Anyone  who  might  wish  to  upset  them 
now  should  recognize  (l)  the  difficulty  of  finding  any  other  basis  of 
agreement,  and  (2)  the  necessity  for  agreement  if  legislation  is  to  be 
passed. " 

******* 

"No  one  is  entirely  satisfied  or  happy  with  proposals  recommended 
by  the  Mvisory  Committee.  I  expect  I  have  heard  more  objections  to  them 
than  anyone  else.  Nevertheless,  they  still  seem  to  me  to  be  the  only 
basis  on  which  there  is  a  reasonable  hope  of  achieving  an  early  agreement." 

There  were  evidently  a  lot  of  people  who  didn't  believe  what  I 
said  in  January,  because  they  went  off  in  a  good  many  other  directions. 

This,  of  course,  they  had  a  perfect  right  to  do.  But  I  might  point  out 
that  we  have  no  cotton  legislation  and  the  prospects  do  not  look  as  good 
now  as  they  did  in  January. 

(more) 
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Instead  of  differences  being 'submerged,  they  have  been  emphasized 
more  and  more .  r-,-- 


There  is  general  agreement  on  one  phase  of  the  matter,  namely, 
that  a  problem  does  exist  and  cotton  is  3h  trouble.-  'Even  here,  there  are 
differences  of  opinion  as  to  how  serious  the  trouble  is.  It  sometimes 
seems  to  me  that  various  spokesmen  are  competing  with-  each  other  to  see 
who  can  make  the  most  extreme  statement  about  the  seriousness  of  the 
situation.  I  would  not  for  one  moment  wish  to  minimize  the  gravity  of  this 
problem,  but  I  don't  believe  I  can  add  much  to  what i has  already  been 

said  on  the  subject.  ‘  -  • 

> -t'  d  •, 

The  problem  in  the  cotton  industry  has  existed  for  a  number  of 
years.  As  we  worked  with  our  Cotton  Advisory  Committee  in  the  fall  of  196I 

'  Ti'  .‘I  • 

and  the  spring  of  1962  on  proposed  legislation,  we  saw  only  limited 
opportunities  for  improvement.  We  were  searching  for  a  formula  which 
would  maintain  or  increase  the  income  of  cotton  farmers,  which  would 
make  cotton  more  competitive,  and  would  at  the  same  time  reduce  Government 
costs  for  the  cotton  program.  This  was' a  formula  which  made  the  task 
extremely  difficult.  ’’ 

A  major  new  element  was  introduced  into  the  picture  last  fall 
when  President  Kennedy  indicated  that  additional  Government  funds  might 
be  used  to  help  solve  the  problems  of  the  cotton  industry  and  to  eliminate 

‘  '  f  i 

the  inequity  of  the  two-price  cotton  system.  It  was  his  judgment  that  the 
general  welfare  might  be  best  served  by  the  expenditure  of  these  additional 
funds.  It  seemed  to  me  that  this  decision  of  the  President's  was  the  key 

(more ) 
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to  the  solution  of  our  problem  —  the  magic  ingredient  that  would  solve 
the  dilemma  of  cotton  with  which  we  had  been  wrestling  so  earnestly. 
However,  this  has  not  been  the  case  --  at  least  not  yet.  Too  many 
people  --  too  many  interests  --  are  still  insisting  upon  maintaining 
conflicting  positions. 

I  think  it  should  be  understood  that  the  Administration  in 
its  desire  to  help  find  a  solution  of  the  problems  of  the  cotton 
industry  has  agreed  to  a  plan  which  would  add  many  millions  of 
dollars  to  the  estimated  cost  of  the  cotton  program.  Let  me  hasten 
to  add  that  we  believe  this  expenditure  would  be  fully  justified 
in  the  resulting  benefits  to  the  entire  Nation.  Consumer  savings 
alone  would  largely  justify  the  expenditures  —  since  prices  to 
consumers  would,  it  is  estimated,  be  reduced  the  equivalent  of  twice 
as  much  as  the  increased  Government  costs.  In  addition,  the  stimulating 
effects  on  the  entire  economy  through  greater  prosperity  and  activity 
in  the  very  important  cotton  industry  would  be  most  beneficiad  to 
everyone . 

However,  the  added  Government,  costs  present  a  very  practical 
problem  of  great  magnitude  in  budgetary  terms.  Government  expendi¬ 
tures  have  to  be  paid  with  tax  money  that  is  actually  collected 
by  the  Government.  I  want  the  record  to  be  perfectly  clear  that  the 
President  has  gone  very  far  indeed,  and  has  more  than  made  good  on 
his  commitment  to  recommend  legislation  which  would  eliminate  the 
inequity  of  the  two-price  system  for  cotton. 

(more ) 
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Indeed,  I  think  the  President  has  gone  as  far  as  he  should 
be  expected  to  go.  His  responsibility  to  manage  the  Federal  budget 
is  a  very  heavy  one,  and  no  one  can  rightly  contend  that  the  share  he 
is  willing  to  allocate  to  cotton  is  less  than  its  fair  share. 


The  Administration  h^s  not  taken>  andis  not  taking;  a- 
dogmatic  attitude  about  this  matter.  It  recognizes  the  problem. 

It  has  suggested  solutions  --.it  has  accepted  modifications  and 
counterproposals  --  it  has  been  and  is  willing  to  agree  to  almost 
any  reasonable  solution  that  other  people  will  agree  to. 

Nevertheless,  there  are  limits  beyond  which  we  cannot  go. 

.  ;  •  (  r.  I'T  , 

I  believe  the  solution  to  the  problem,  if  it  is  to  be 

I..,.  .l-r  f;  ,  •  ’ 

found  at  all,’  iriust  be  found  within  the  limit  of  Federal  expenditures 

,  .  ■  ■  ’  ■  ' ■  ■*' 

v;-hich  the  President  has  already  indicated  he  is  willing  to  accept . 

!■ 

There  is  no  ’ais'sur^ce  that  the’  Congress  wil  agree  even  to  expendi- 

_  y,  •  '  C' 

tures  of  this  magnitude  --  there  is  very  little  chance  the  Congress 

.  ' c '5  ' 

would  agree  to  more. 

V/here  then  is  the  solution  to  be  found?  Should  we  raise  ' 
the  export  price  of  American  cotton  so  as  to  reduce  the  cost  of 
the  export  progr^?  Few  knowledgeable  people  with  whom  I  have 
discussed  the  subject  would  advocate  this  course.  If  American 

'  ■  O  •’ 

cotton  is  to  be  exported  at  all,  it  can  only  be  exported  at  world  ■’ 
prices.  Otherwise,  no  one  will  buy  it.  The  exports  must’ be 

(more)  .t.-  "  :  >i 
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maintained.  They  are  too  important  —  not  only  to  the  cotton 
industry  --  but  to  our  balance  of  payments  —  to  the  entire  national 
econonQT  --to  even  think  of  letting  them  stop. 

Is  the  answer  to  reduce  the  support  price  for  cotton? 

Many  people  are  saying  yes.  They  say  they  know  American  farmers 
cannot  produce  cotton  at  the  world  price  of  around  a  pound,  but 
that  30^  a  pound  would  be  about  right.  That  would  be  a  reduction 
of  2^  a  pound.  Before  you  settle  on  this  as  a  painless  and  easy 
answer,  do  a  little  bit  of  simple  arithmetic  with  me.  See  what 
would  happen  to  cotton  farmers ’  income .  Suppose  the  cotton  farmers ' 
total  costs  of  production  is  only  24^  a  pound  --  and  surely  that  is 
not  a  high  estimate.  His  present  support  price  is  32^  —  leaving 
a  margin  of  profit  of  8g^.  If  we  simply  reduce  his  price  2-|^,  he 
loses  more  than  l/4  of  his  profit  --  his  net  income.  But  you  say, 
his  volume  will  be  increased  --  and  in  due  time  it  may.  Our 
economists  estimate  that  for  each  1^  reduction  in  price,  mill 
consximption  could  increase  by  as  much  as  200,000  bales.  So  a  2-|^ 
cut  would  mean  500,000  bales  more  cottpn.  This  would  mean  that  the 
American  cotton  farmer  instead  of  losing  of  his  net  income  loses 
only  27^0  —  instead  of  losing  $175  million,  he  only  loses  $l60 
million. 


This  is  not  a  consequence  to  be  accepted  lightly.  In  the 
Department  of  Agriculture,  we  have  found  it  a  very  painful  prospect. 

(more) 
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We  are  committed  to  helping  maintain  farm  income  --  not  reducing  it. 
Nevertheless,  there  have  been  many  spokesmen  for  cotton  producers 
who  have  advocated  or  acquiesced  in  a  reduction  of  the  support 
price  to  30^*  If  this  is  really  what  producers  want,  what  are  we 
to  say? 


I  will  say  this.  We  feel  a  special  obligation  to  the 
small  farmer  --  one  whose  voice  is  heard  least  in  the  corridors  of 
Washington  --  but  one  whose  need  is  greatest.  We  are  willing  to 
accept  his  proxy  in  this  matter,  and  we  don't  propose  to  vote 
it  in  favor  of  a  price  support  cut  for  the  little  man  as  a  part 
of  a  legislative  package. 

Is  it  necessary  to  a  solution  that  a  payment  be  made  on 
cotton  consumed  domestically  which  is  equal  to  the  entire  difference 
between  the  export  price  and  the  domestic  price  of  cotton?  If  so, 
the  squeeze  is  going  to  be  awfully  tight  somewhere  else. 

I  have  Identified  some  of  the  questions  about  the  cotton 
problem.  Finding  answers  is  more  difficult. 


We  have  conducted  a  diligent  search  for  answers .  From 
time  to  time,  we  have  thought  we  were  finding  some. 


I  referred  earlier  to  the  program  recommended  by  our 
Advisory  Committee  last  January  lUth.  We  thought  that  was  a 

( more ) 
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satisfactory  answer  and  still  think  so.  But  somewhere  along  the  line, 
it  failed  to  provide  what  some  people  thought  they  had  to  have  —  so 
it  was  derailed.  Various  modifications  were  proposed.  We  have 
considered  them  one  after  another  and  agreed  to  them  whenever  we 
could.  Most  of  the  Administration's  difficulties  in  considering 
these  proposals  have  revolved  around  budgetary  considerations. 

In  that  area  we  feel  that  we  have  gone  about  as  far  as  we  can  go. 

As  you  all  know,  we  recently;- sent  to  Congressman  Cooley, 

Chairman  of  the  House  Committee  on  Agriculture,  our  views  on  a  draft 
bill  he  had  sent  to  us  for  comment.  We  agreed  to  the  main  points 
in  the  draft  he  sent  to  us,  subject  to  the  minimum  changes  necessary 
to  bring  it  within  our  budgetary  limits  and  provide  a  measure  of  ^ 

protection  for  small  producers. 


This  draft  bill  would  provide  for  payments  with  respect 
to  cotton  consumed  in  the  United  States  to  eliminate  the  inequity  of 
the  two-price  system.  These  payments  would  be  in  an  amount  determined 
by  the  Secretary  of  Agriculture,  subject  to  the  proviso  that  on  and 
after  August  1,  19^4,  the  payments  would  have  to  be  sufficient  to 
make  cotton  available  for  domestic  consumption  at  the  same  price  it 
is  available  for  export.  These  payments  would  be  made  to  "someone 
other  than  the  producer",  but  there  is  not  one  word  about  whether 
they  should  be  made  to  the  "first  buyer"  or  "last  handler". 
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The  draft  bill  also  provides  for  the  planting  of  cotton 
on  "export  acres"  outside  the  national  allotment  and  at  the  world 
"-price.  It  also  would  authorize : a  lower  price  level  for  that  part  of 
the  production  from  each  farm  yhich  exceeded  30  bales.  Finally,  it 
would -authorize  a  stepped  up^ program  of  research  aimed  at  reducing 
the  Cobt  of  producing  cotton,  and  would  provide  for  a  reduction  in 
support  price  commensurate  with  such  reductions  in  costs  of  production 
as  might  be  achieved.  .s. 

■'  A  number  of  persons  interested  in  cotton  promptly  said  they 

'would  oppose  this  proposal.  They  probably  will  be  able  to  defeat  it 
if  they  persist  in  this  attitude.  I  understand  that  varioxxs  producer 
groups  are^still  considering  this  proposal  and  more  may  be  heard  from 
them  later . 

•  r  j  •  - 

Hearings  on  cotton  legislation  are  scheduled  to  begin  before 
the  Senate  Committee  on  Agriculture  and  Forestry  on  May  20th.  The  bills 
before  that  Committee  will  include  one  introduced  by  Senator  Sparkman 
of  Alabama  which  embodies  the  recommendations  of  our  Advisory  Committee 
to  which  I  referred  earlier.  The  Department  of  Agriculture  will,  of 
covirse,  indicate  to  the  Senate  Committee  that  it  believes  this  proposal 
to  be  a  suitable  way  of  dealing  with  the  problem. 

The  Senate  Committee  will  also  have  before  it  another  bill 

proposed  by  Senator  Talmadge  of  Georgia.  This  bill  has  some  very  con- 

.  'rv 

structive  possibilities.  Briefly,  it  would  provide  for  each  grower  a 


I.  ( 
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domestic  allotment  —  his  fair  share  of  the  domestic  market  --  expressed 
in  bales.  Each  grower  could  produce  and  market  as  much  cotton  as  he 
pleased  at  world  prices.  Then,  in  addition  to  what  he  received  in  the 
market  place,  the  Government  would  make  payments  to  him  on  his  domestic 
allotment  to  achieve  specified  levels  of  total  returns  per  pound  for 
this  share  of  his  production.  i.- 

This  proposal  would  permit  cotton  to  move  freely  through  private 
trade  channels  at  price  levels  approximating  world  prices.  It  would  be 
possible  \inder  this  proposal  to  increase  the  net  income  of  cotton 
farmers  and,  at  the  same  time,  lower  Government  costs  in  comparison  with 
other  programs.  It  would  be  the  lowest  cost  way  of  achieving  a  "one-price 
system"  for  cotton.  It  would  be  simpler  to  administer  than  the  present 
program.  We  believe  that  this  bill  deserves  the  most  careful  and 
objective  consideration. 

There  is,  in  some  quarters,  strong  opposition  to  one  of  the 
features  of  the  Talmadge  bill  --  namely,  the  direct  payments  to  cotton 
producers.  One  of  the  reasons  for  this  opposition  is  the  fear  that 
limitations  might  be  put  upon  the  size  of  payments  so  as  to  ruin  large 
producers.  However,  the  bill  has  a  safeguard  against  this.  It  requires 
that  price  support  be  provided  in  one  form  or  another  no  matter  how  large 
the  producer.  Thus,  if  funds  were  not  made  available  for  paying  part 
of  the  support  price  in  the  form  of  direct  payments,  the  Secretary  would 
be  required  by  the  law  to  provide  the  total  support  price  by  loans  or 
p\ir chases  just  as  he  does  now.  This  has  been  referred  to  as  the  "snap 
back"  provision.  We  regard  it  as  very  wise.  W^e  regard  it  as  essential 
that  large  producers  as  well  as  small  shall  receive  a  fair  return  for 


their  cotton. 
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There  is  one  curious  phenomenon  related  to  the  Talmadge  bill 
and  similar  proposals  involving  direct  payments  to  cotton  producers. 

Many,  many  people  --  many  of  them  in  high  places  --  say  "We  know  this 
kind  of  proposal  makes  sense  --  it  would  be  best  for  everybody  --  and 
I'm  for  it",  they  say,  "but  the  trouble  is  we  can't  get  it  passed  --  the 
Farm  Bureau  leadership  is  against  it." 

This  leads  me  to  a  question  which  I  wish  to  pose  to  your  group 
here  today.  I  think  I  know  how  you  feel  about  the  Talmadge  bill  and 
other  like  proposals.  But  my  question  to  you  is:  What  are  you  going 
to  do  about  it?  How  long  are  you  going  to  continue  to  listen  to  people 
who  say  they  agree  with  you  that  this  is  the  best  kind  of  proposal  but 
it  can't  be  passed? 

I  want  the  record  to  be  perfectly  clear  from  this  point  on 
that  the  Department  of  Agriculture  is  not  responsible  for  the  ills  which 
beset  the  cotton  industry.  You  ought  to  know  who  your  friends  are;  and, 
if  you  are  going  to  aim  your  fire  anywhere,  you  ought  to  aim  it  at  the 
right  places. 

We,  in  the  Department,  are  going  to  keep  right  on  doing  the  best 
we  can  to  get  cotton  legislation  passed.  But  the  fate  of  this  matter  does 
not  rest  in  our  hands.  It  rests  in  yours,  and  in  the  hands  of  cotton  pro¬ 
ducers,  and  textile  mills  --  and  all  the  groups  interested  in  the  welfare 
of  people  in  the  cotton  industry.  We  will  do  oiir  part.  But  we  cannot  do 
your  part.  The  outcome  rests  in  your  hands  just  as  much  as  it  does  in  ours. 

It  will  take  the  best  efforts  of  all  of  us  to  get  the  job  done. 
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Thank  you,  Mr.  Smith.  I  do  indeed  take  a  great  deal  of  pride  in  the 
marketing  work  performed  by  your  agency  and  others  in  the  Department  of 
Agriculture — and  in  all  the  many  services  of  the  Department  which  are  of 
direct  benefit  to  consumers  as  well  as  farmers. 

Many  of  these  services  had  their  start  more  than  IGO  years  ago,  for  when 
the  Department  of  Agriculture  was  founded  in  1862,  the  need  was  to  encourage 
efficient  production  on  our  farms.  Row  well  this  effort  succeeded  is  today 
a  familiar  story—  an  abundance  of  food  and  fiber  that  not  only  meets  our 
own  needs  but  enables  us  to  share  our  bounty  with  the  rest  of  the  world — a 
highly  mechanized,  scientific  farm  industry  that  frees  more  than  90  percent 
of  our  population  to  produce  all  the  other  goods  and  services  we  enjoy. 

But  the  miracle  of  production  is  only  half  the  story —  in  the  last  50 
years  we  have  also  witnessed  a  miracle  in  marketing.  Without  it,  we  could 
not  today  make  the  proud  statement  that  our  citizens  spend  a  smaller  per¬ 
centage  of  their  income  for  their  food  than  any  other  people  in  the  world. 
Without  it  we  could  not  eat  strawberries  in  January —  consider  fresh  fruits 
and  vegetables  as  year-round  staples —  and  depend  on  finding  whatever  kind 
of  food  we  fancy  awaiting  us  at  the  supeimarket,  whenever  and  wherever  we 
want  it. 

Congress  laid  the  groundwork  for  this  miracle  in  1913  when  it  recognized 
that  what  happens  to  faim  products  after  they  leave  the  farm  is  just  as 
important  as  their  production —  and  passed  legislation  which  resulted  in 
the  start  of  organized  marketing  work  in  the  Department  of  Agriculture. 


(more ) 
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Since  that  time  we  have  brought  science  to  the  service  of  marketing  just 
as  we  have  to  production.  We  have  provided  grading  and  inspection  services 
to  assure  the  quality  and  wholesoraeness  of  our  foods.  We  have  organized  a 
nationwide  network  of  market  news  to  help  keep  farm  products  flowing  to 
market  in  an  orderly  and  efficient  manner.  We  have  enforced  the  necessary 
regulatory  laws  to  protect  free  and  fair  competition  in  the  marketplace  and 
prevent  misrepresentation,^  We  found  ways  to  helj?  share  our  abundant  foods 
with  school  children,  and  with  the  needy,  both  in  this  country  and  abroad. 
And  we  have  provided  research  to  solve  mojay  markel^ing  problems,  hold  down 
marketing  costs,  and  get  better  quality  food  and  fiber  to  the  consumer. 

All  of  this  marketing  work  that  has  grown  up  in  the  last  50  years  is 
something  of  a  mystery  to  the  general  public.  So  is  the  whole  marketing 
process —  all  of  the  buying  and; selling,  shipping  and  storing,  processing 
and  packaging  that  goes  on  behind  the  scenes.  It  is  just  something  that 
is  taken  for  granted  like  jjiipulng  the  tap  to,  get  water. 

To  the  rest  of  the  world,  however,  the  fact  that  we  can  take  such  a 
system  for  granted  is  also  something  of  a  miracle.  Kfeny  countries  send 
their  Government  officials  and  students  here  to  study  our  distribution 
methods  and  marketing  services,  in  the  hope  of  emulating  our  s^ystem  and 
providing  a  better  life  for  their  . .citizens ,  . 

Nevertheless,  as  we  start  a  second  half-century  of  marketing  work  in 
the  Department  of  Agriculture,  we  feel  that  we  are  just  on  the  threshold  . 
of  marketing  progress.  We  expect  to  see  great  advances  in  the  years 
ahead—  new  and  better  ways  of  processing  and  storing  foods —  new  concen¬ 
trates—  new  methods  of  preservation  and ^packaging.  We  have  already 
started  a  method  of  shipping  in  bulk  containers  that  can  eliminate  much 
of  the  handling  of  perishable  foods^,;  out  costs,  and  preserve  quality. 

Perhaps  in  the  not -too -distant  future,  you  will  have  pushbutton  shopping 
at  the  supermarket,  so  that  you  won'^t  have  to  go  through  the  checkout 
counter.  Or  electronic  computers  to  take  your  order  over  the  telephone. 

Such  progress  will  come  in  the  years  ahead  in  the  same  way  that— 
but  perhaps  faster  than —  progress  has  come  during  the  past  50  years — 
through  the  efforts  of  private  industry.  State  colleges  and  universities 
and  the  U.  S.  Department  of  AgricuG-tnre---  working  together  to  find  the 
best  ways  of  marketing  our  abundant  farm  production —  for  the  benefit 
of  all. 
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Mr.  Chairman,  I  welcome  this  opportimity  to  make  clear  to  this  Committee 


and  to  the  American  public  that  we  do  not  face  a  sugar  shortage  in  this  nation 


despite  a  tight  world  sugar  supply  situation.  As  a  result  of  a  series  of  actions 
taken  by  the  Department  beginning  some  six  months  ago,  we  have  sugar  already  on  hand 
or  committed  to  the  United  States  for  this  year  totaling  500,000  tons  more  than 
last  year’s  entire  national  consumption. 


This  assurance  of  plentiful  supplies  available  to  us  should  help  to 
eliminate  uncertainty  in  our  markets,  disco-urage  speculation,  and  contribute  to 
a  much  more  stable  sugar  situation  than  we  have  had  in  recent  months.  In  fact, 
^the  last  few  days  have  seen  significant  price  declines  both  here  and  abroad  which, 
I  believe,  reflect  the  growing  realization  that  the  United  States  as  a  major 
consiomer  has  enough  sugar. 


The  Current  Sugar  Situation  in  the  U.  S. 

I  would  like  to  elaborate  on  that  statement.  The  consumption  of  sugar  on 
a  per  capita  basis  in  the  United  States  has  not  varied  significantly  in  recent 
years.  It  runs  between  103  aiid  104  pounds  per  person.  With  the  present  population 
of  189  million,  actiaal  consumption  of  sugar  in  19^3  vill  approximate  9-8  million 
tons.  The  total  of  all  sugar  marketing  quotas,  both  domestic  and  foreign,  for  this 
year  amounts  to  10.4  million  tons.  At  this  time,  the  supply  assiired  to  this  coimtry 
is  Just  under  10,300,000  tons  --  10,287,000  tons  to  be  exact. 


Because  the  chronic  condition  of  unmarketahle  sugar  surpluses  in  the 


vorld  changed  to  a  balanced  situation  tovard  the  end  of  last  year  and  into  a 
tight  supply  situation  as  this  year  progressed,  many  sugar  users  and  distributors 
in  the  United  States  assumed  that  supplies  in  this  country  would  also  be  scarce. 
This  led  them  to  stockpile  sugar.  Their  inventories  were  already  high  at  the 
beginning  of  the  year  as  a  result  of  a  stock  buildup  in  preparing  for  the  water¬ 
front  strike.  They  added  moderately  to  these  stoclcs  in  the  first  quarter  and  at 
a  more  rapid  rate  during  April  and  May.  By  May  l8,  they  had  increased  their 
inventories  during  the  current  year  some  500,000  tdaas.  They  nov7  have  an  extremely 
long  sugar  position  in  terras  of  physical  stocks,  some  part  of  which  at  least  has 
been  acquired  at  very  high  prices. 

Total  inventories  of  sugar  in  the  United  States  —  exclusive  of  those  in 
households  --  are  estimated  to  have  been  2,100,000  tons  a  little  more  than  a  year  ^ 
ago  on  April  30^  19^2,  and  2,600,000  tons  at  the  present  time.  Those  quantities 
represented  between  21  and  22  percent  of  the  annual  requirements  in  I962  as 
compared  to  between  26  and  27  percent  this  year.  Or  said  another  way,  the  stocks 
on  hand  at  the  end  of  April  I962  represented  about  nine  weeks  of  summertime  con- 
s-umption  compared  with  11  weeks  toward  the  close  of  April  this  year.  It  should 
be  noted  that  the  increase  over  a  year  ago  was  in  the  hands  of  sugar  users  and 
traders.  The  inventories  of  primary  distributors  were  slightly  lower  at  the  end 
of  April  than  they  had  been  a  year  earlier. 

Sugar  prices  began  to  react  in  the  middle  of  last  week  when  it  became 
known  that  the  additional  quantities  added  to  the  global  quota  as  the  result  of 
the  quota  increase  of  May  2  had  been  virtually  fully  subscribed.  The  domestic 
price  for  raw  sugar,  which  had  been  13-2  cents  per  pound  on  May  23,  fell  to  11.6 
cents  by  May  28.  Likewise  the  world -price  for  raw  sugar, which  had  been  12.6  cents  c| 
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23,  fell  to  11.1  cents  by  May  28.  This  was  by  far  the  greatest  price  correction 
this  year. 


These  still  represent  substantial  advances  from  the  beginning  of  the  year 
when  the  domestic  price  for  raw  svigar  was  6.6  cents;  and  the  world  price  for  raw 
sugar  was  4.8  cents  per  pound.  We  should  note  that  a  year  earlier,  in  January  19^2, 
the  world  price  had  dropped  as  low  as  2.1  cents  per  pound. 

Undoubtedly,  there  has  been  speculation  in  the  sugar  markets.  But  it  is 
difficult  to  distinguish  between  prudent  hedging  or  covering  of  risks  by  persons 
who  produce  and  trade  in  sugar  and  sugar- containing  products  on  the  one  hand,  and 
outright  speculation  on  the  other.  In  both  cases,  the  transition  of  sugar  from 
a  relatively  stable-priced  commodity  to  one  which  has  seen  substantial  price 
change  in  the  last  six  months  would  lead  to  increased  activity. 

• 

In  the  futures  market,  the  open  position  on  the  New  York  Coffee  and  Sugar 
Exchange  in  the  contract  for  bulk:  raw  sugar,  duty  paid  New  York,  rose  from  2,178 
contracts  on  May  21,  19^2,  to  10,401  on  May  24,  I963,  or  stated  in  terms  of  sugar 
from  117,712  short  tons  to  582,456  short  tons.  The  open  position  in  New  York  on 
the  contract  for  world  raw  sugar  during  the  same  period  increased  from  2,752  to 
10,133  contracts,  or  from  154,112  short  tons  to  ^S'JfhkS  short  tons. 

The  sharply  increased  volume  in  the  open  position  on  the  futures  exchange 
undoubtedly  had  a  substantial  price  effect.  But  perhaps  more  important  were  the 
purchases  of  sugar  to  build  up  stocks  by  the  sugar  using  and  distributing  industries. 

Those  who  have  open  long  positions  on  the  exchange  and  those  who  stockpile 
sugar  should  keep  in  mind  the  vulnerability  of  their  position  to  changes  in  supplier 
Iprticularly  the  approaching  larger  harvest  of  sugarbeet  and  sugarcane  crops, 
which  gets  underway  in  volxjme  in  October. 
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The  World  Situation  and  Outlook 

Sugar  supplies  for  the  United  States  are  ample  to  meet  consumer  needs 
for  1963,  even  though  the  quantities  available  for  export  in  the  free  world  are 
much  smaller  than  in  recent  years,  and  world  stocks  are  being  depleted. 

Final  estimates  for  the  1962-63  world  sugar  crop  are  expected  to  show  a 
drop  of  some  5> 500,000  tons  from  the  record  60,077^000  ton  production  of  I960-61. 

The  shift  from  abxmdant  free  world  s\igar  supplies  to  the  tight  sitmtion 
now  existing  is  due  largely  to  the  sharp  decline  in  production  in  Cuba,  formerly 
the  world’s  largest  sugar  exporter,  and  the  commitment  of  most  of  its  sugar  that  is 
produced  to  the  Communist  bloc.  The  I962-63  Cuban  crop  is  only  about  half  the  peak 
output  of  7^500,000  short  tons  in  I960-61.  The  1961-62  crop  had  declined  to 
5,400,000  tons. 

Prior  to  i960  most  of  Cuba’s  sugar  went  to  the  United  States  and  other 
coxantries  of  the  free  world.  Since  i960  the  major  part  has  been  shipped  to  the 
Communist  Bloc,  mainly  to  the  USSR.  Also  stocks  previously  held  in  Cuba  have  been 
shipped  to  the  Bloc. 

Another  major  factor  in  the  tight  supply  situation  is  the  reduction  in 
the  beet  crop  of  West  Europe  during  the  past  two  seasons  when  unfavorable  weather 
affected  yields.  In  each  of  these  years  production  was  over  2  million  tons  below 

1960-61. 


World  consumption,  which  has  been  increasing  about  2,000,000  tons  per 
year,  reached  58^500,000  tons  in  I962-63.  This  was  some  4,000,000  tons  more  than 
world  production  this  year,  resulting  in  higher  prices.  These  high  prices  will 
result  in  a  somewhat  lower  rate  of  increase  in  consumption  in  I963#  particxilarly 


in  low  income  countries. 
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^  At  the  same  time  that  higher  prices  are  retarding  consumption,  they  are 

undoubtedly  bringing  forth  expanding  output.  There  are  many  countries  in  the  world 
with  the  potential  to  increase  sugar  production  materially.  The  increase  in  prices 
in  the  world  market  has  been  too  recent  to  be  reflected  as  yet  in  current  statistics 
on  production.  Present  high  prices  are  now  spiirring  foreign  countries  to  make  the 
maximum  use  of  present  production  facilities.  This  will  include  the  harvesting  of 
all  available  cane,  including  that  which  might  not  be  worth  milling  at  a  lower 
price.  Further,  increased  use  of  fertilizer  promises  to  improve  yields  signifi¬ 
cantly  on  existing  acres.  This  can  be  especially  important  in  many  major  cane 
producing  countries. 


The  1963  acreage  of  sugar  beets  in  Europe  is  3  'to  5  percent  above  1962. 
Plantings  were  later  than  usual  this  spring,  but  more  favorable  weather  in  recent 
^eeks  has  already  partially  offset  the  effect  of  the  late  planting.  Favorable 
weather  in  Exirope  for  the  balance  of  the  season  should  result  in  yields  above  those 
of  the  past  2  years. 


In  addition  to  the  larger  production  in  prospect  in  foreign  countries, 
we  can  expect  that  in  the  United  States,  with  normal  weather  conditions,  production 
of  domestic  beet  sugar  and  mainland  cane  sugar  from  the  I963  crop  will  be  up  about 
500,000  tons  over  the  1962  crop.  This  will  be  a  record  output  for  U.S.  producers. 

There  is  no  doubt  that  world  production  will  again  increase  and  overtake 
consumption.  The  speed  with  which  this  happens  will  depend  upon  the  weather,  the 
length  of  time  required  to  induce  new  capital  investment,  and  the  policies  of 
certain  governments  toward  the  sugar  industry.  Ue  expect  sugar  prices  to  return 
to  the  normal  range  of  U.  S.  prices,  from  6  to  7  cents  a  pound,  in  the  reasonably 
^ear  future.  We  are  not  likely,  however,  to  see  serious  price  depressing  surpluses 
again  for  some  years  ahead. 
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Actions  Taken  by  USDA 


0 


The  Department  of  Agriculture  has  taken  a  number  of  actions  to  assure 
sufficient  supplies  of  sugar  to  the  Americsin  consumer  for  this  year  and  to  spur 
domestic  production.  The  chronology  of  those  actions  follows: 

On  August  21  j  1962,  the  Department  annoimced  that  there  would  be  no  re¬ 
strictions  on  the  production  of  the  I963  crop  of  sugarbeets.  A  similar  announcement 
for  the  196U  crop  was  made  on  March  l4,  I963.  On  lyfe.y  6,  it  was  announced  that  the 
1965  crop  also  would  not  be  restricted. 


Again,  on  August  21,  19^2,  the  Department  announced  that  the  19^3  crop  of 
mainland  sugarcane  could  be  as  high  as  the  level  of  the  imrestricted  I962  crop  -- 
which  for  Florida  reflected  more  than  a  100  percent  increase  over  the  I96I  crop. 

On  March  l4,  I963,  the  I963  acreage  restrictions  on  sugarcane  were  relaxed  and  on  ( 
May  6  removed.  At  the  same  time,  it  was  also  announced  that  there  would  be  no 
restrictions  on  the  1964  crop. 


There  have  been  no  restrictions  on  sugarcane  production  in  Hawaii,  Puerto 
Rico,  or  the  Virgin  Islands  in  recent  years. 

Sugar  marketing  quotas  were  irmtially  established  at  9*8  million  short 
tons  for  1963  and  raised  to  10.4  million  tons  on  May  6,  I963.  The  related  actions 
in  chronological  order  were : 


(1)  The  Secretary  announced  on  November  27,  I962,  an  intention  to  deterraare 
requirements  (total  quotas)  at  9*8  million  short  tons,  raw  value  --  the  official 
determination  of  I963  requirements  had  to  be  made  under  the  law  in  the  month  of 
December.  He  also  announced  at  that  time  the  release  of  750,000  short  tons  as 
global  quota  to  be  imported  during  the  period  January  1  to  May  31,  1983*  Finally, 
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he  annovinced  as  of  that  date  a  tentative  determination  that  the  import  fee  on 
global  quota  sugar  would  be  1.8  cents  per  pound.  He  also  specified  that  special 
consideration  would  be  given  to  offers  to  purchase  agricultural  commodities  (barter 
transactions)  and  for  this  reason  would  consider  simultaneously  a3J.  proposals  sub¬ 
mitted  on  or  before  December  20,  I962.  The  requirement  of  the  law  for  considering 
these  barter  transactions  was,  of  course,  a  complicating  factor  making  procurement 
of  supplies  more  difficult  in  a  shortage  situation. 

(2)  On  December  ,  I962,  the  Secretary  officially  confirmed  the  determi¬ 
nation  of  9*8  million- ton  requirements,  the  release  of  750,000  tons  to  global  quota 
for  January-May  importation  and,  because  of  higher  world  prices,  officially  estab¬ 
lished  the  import  fee  at  1.40  cents  per  pound  on  global  quota  sugar.  He  also  re¬ 
confirmed  that  for  the  purpose  of  considering  barter  proposals,  all  proposals 
received  on  or  before  December  20  would  be  considered  simultaneously. 

(3)  On  December  26,  19^2,  the  Secretary  announced  the  allocation  of 
approximately  114,000  tons  of  global  quota  sugar.  The  largest  allocation  was  to 
Brazil  and  involved  a  commitment  by  Brazil  to  utilize  100  percent  of  the  net  re¬ 
ceipts  for  the  purchase  of  U.S.  agricultural  commodities.  The  second  largest  was 
to  South  Africa  with  a  commitment  to  use  4o  percent  of  the  receipts  for  that 
purpose  and  the  smallest  allocation  was  to  the  Dominican  Republic  which  did  not 
agree  to  use  any  part  of  the  receipts  for  the  purchase  of  U.S.  agricultural 
commodities.  It  should  be  observed  that  by  December  20  world  prices  had  risen  to 
a  point  that  necessitated  sales  to  the  United  States  under  the  global  quota  and 
import  fee  to  be  at  a  discount  under  the  world  price.  That  accounts  for  the  small 
offerings  of  global  quota  sugar  by  December  20. 
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(4)  On  January  22,  I963,  the  domestic  sugar  price  was  above  the  price 
objective  of  the  Sugar  Act  and  the  world  price  was  above  the  equivalent  of  that 
price  objective.  Accordingly,  the  import  fee  was  reduced  to  zero  in  an  action 
taken  January  23.  The  636,000  tons  of  global  quota  siagar  was  subscribed  immediately 
after  this  action. 

(5)  On  January  31,  an  additional  350,000  tons  of  global  quota  sugar  was 
released,  bringing  the  total  to  1,100,000  tons. 

(6)  On  February  26,  the  Secretary  determined  that  Puerto  Rico  would  fail 
by  220,000  tons  to  fill  its  19^3  quota  and  reallocated  that  and  11,000  tons  of 
quota  prorations  withheld  from  net  importing  foreign  countries  to  the  Republic  of 
the  Philippines  and  to  Western  Hemisphere  countries  as  a  group.  This  proration  is 
on  the  basis  set  forth  in  the  Fulbright  amendment  to  the  Sugar  Act.  This  was  the 
earliest  that  such  a  deficit  determination  had  ever  been  made,  since  the  harvest 
of  the  Puerto  Rican  crop  was  just  getting  underway.  However,  early  outturns  con¬ 
firmed  the  fear  that  Puerto  Rico  would  again  have  a  poor  sugar  outturn.  Simul¬ 
taneously,  the  Secretary  increased  the  global  quota  by  an  additional  200,000  tons 
to  a  total  of  1,300,000  tons. 

(7)  On  February  28,  the  Department  annoianced  the  assignment  of 
approximately  7^,000  tons  of  the  deficit  sugar  and  the  200,000  tons  of  global 
quota  sugar  for  importation  on  or  before  October  31^  ^9^3 • 

(8)  On  April  5^  "the  Secretary  released  the  remaining  204,000  tons  of 
global  sugar  qijota,  bringing  the  total  global  quota  released  to  1,504,000  tons. 


4 
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I  (9)  On  April  2k,  the  Department  announced  that  100  percent  of  the  global 

quota  and  100  percent  of  the  deficit  allocation  had  been  assigned  for  importation 
but  called  attention  to  the  fact  that  only  38.9  percent  of  the  country  quotas  had 
been  committed  for  importation.  It  adso  stated  that  consideration  was  being 
given  to  various  methods  of  encouraging  the  speeding  up  of  offerings  under  the 
respective  country  quotas. 


(lO)  On  May  G,  the  I963  requirements  were  increased  600,000  tons  to  10.4 
million  tons  and  deficits  were  declared  of  the  beet  sugar  area's  share  of  the 
increase,  291, 537  tons,  and  of  50,000  tons  for  Puerto  Rico.  It  was  also  determined 
that  the  Republic  of  the  Philippines  and  Western  Hemisphere  countries  could  not 
supply  all  of  the  deficits  declared  and  a  portion  was  therefore  added  to  the  global 
quotas.  The  end  result  of  the  changes  was  to  increase  (l)  the  quota  for  the  main- 
^^and  cane  area  98^463  tons,  (2)  the  quotas  for  individual  foreign  countries 
87,948  tons,  (3)  the  deficit  reallocations  to  the  Republic  of  Philippines  49,704 
tons,  (4)  the  deficit  reallocation  to  Western  Hemisphere  countries  192,588  tons, 
and  (5)  the  global  quota  221,317  tons  to  1,715^858  tons  --  650,000  tons  in  all. 

1983  Sugar  Supplies  for  United  States 


Sugar  supplies  assured  to  this  country  by  foreign  suppliers  and  available 
from  domestic  areas  in  I983  total  10,287,000  tons,  or  more  than  500,000  tons  in 
excess  of  the  record  domestic  distribution  of  9^754,000  tons  in  I982. 


Of  the  global  quota  of  1,725,000  tons,  less  than  2,000  tons  remained 
unallocated  (or  charged)  to  quota  at  the  close  of  business  I>fey  23. 


% 


Of  the  deficit  reallocations  totaling  473,000  tons,  320,000  tons  have 
en  charged  to  quota  and  the  Republic  of  the  Philippines  has  given  assurances 
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that  it  wo^ild  fill  the  52,000  tons  it  had  been  reallocated.  There  remains,  there-  | 
fore,  101,000  tons  to  be  reallocated  to  Western  Hemisphere  countries. 

Adjusted  marketing  quotas  for  the  domestic  areas  total  5^703,000  tons. 

These  are  shown  in  Table  I. 


Table  I 


Adjusted  quotas  for  Domestic  Producing  Areas 


Short  tons, 
raw  value 


Domestic  Beet  Sugar  2,698,590 
Mainland  Cane  Sugar  1,009,873 
Hawaii  1,110,000 
Puerto  Rico  870,000 
Virgin  Islands  15,000 


Total  5,703,^3 


Foreign  supplies  now  ass\ired  total  4,584,000  tons,  of  which  3,l6l,000  ^ 

tons  have  been  charged  to  quotas  and  1,423,000  tons  have  been  assured  as  a  result 
of  inquiries  sent  to  the  foreign  supplying  countries.  Data  on  quotas,  quota  charges 
and  total  United  States  imports  by  coimtries  of  origin  are  shown  in  Table  II. 


Virtually  all  sugar  to  be  imported  under  the  global  quota  of  1,725,000  tons 
has  been  charged  to  the  quota,  thus  assuring  importation  by  November  15 .  It  is 
anticipated  that  some  of  this  sugar  will  be  imported  at  an  earlier  date. 

Of  the  reallocations  of  deficits  totaling  473,000  tons,  67.7  percent  will 
be  imported  by  October.  When  the  additional  52,000  tons  promised  by  the  Republic 
of  the  Philippines  is  charged,  such  charges  will  amount  to  78.6  percent  of  the 


deficit  declarations. 
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Of  the  basic  foreign  country  quotas  totaling  2,^98,000  tons,  1,118,000 
tons  or  45  percent  had  been  charged  by  the  close  of  business  May  23  for  importation 
not  later  than  July.  To  obtain  information  on  the  remaining  1,380,000  tons  or 
55  percent,  inquiries  were  sent  to  all  foreign  supplying  countries  asking  for  the 
extent  and  time  of  their  additional  shipments.  The  replies  covered  substantially 
all  of  the  remaining  basic  quotas  and  the  recent  deficit  reallocation  of  52,000 
tons  to  the  Republic  of  the  Philippines.  The  arrival  time  of  sugar  by  months  under 
the  several  quotas  in  accordance  with  quota  charges  made  to  date  and  indicated 
arrival  time  of  additional  supplies  are  shown  in  Table  III. 

Visible  inventories  of  sugar  (stocks  held  by  refiners,  beet  processors 
and  importers)  at  the  end  of  April  amounted  to  1,621,000  tons,  or  approximately 
83,000  tons  less  than  at  the  end  of  April  I962.  Invisible  inventories  (stocks 
held  by  wholesalers,  retailers, and  industrial  users)  are  believed,  on  the  basis  of 
distribution  data  since  last  fall,  to  approxhuate  one  million  tons  or  to  be  around 
600,000  tons  larger  than  they  were  a  year  ago.  Of  this  excess,  100,000  tons 
accumulated  late  in  I962  and  500,000  tons  this  year. 

We  intend  to  continue  to  pursue  aggressively  all  actions  necessary  to 
assure  adequate  supplies  of  sugar  for  American  consumers.  We  can,  I  believe,  look 
with  reasonable  confidence  beyond  1963*  Domestic  production  is  increasing.  VJith 
the  removal  of  restrictions  on  beets  and  sugarcane,  we  can  expect  this  increase 
in  domestic  production  to  continue.  In  addition,  the  new  legislation  ;uider  which 
we  have  been  operating  this  year  provides  a  flexible  means  in  the  global  quota  for 
obtaining  foreign  supplies  when  our  own  production  and  supplies  scheduled  to  be 
obtained  under  country  quotas  fall  short. 


We  believe  the  global  quota  has  attracted  large  supplies  of  sugar  to 
this  market  at  this  time  when  they  are  needed  and  that  corresponding  quantities 
could  not  have  been  obtained  had  we  been  completely  dependent  on  coimtry  quotas. 

Country  quotas  are  established  on  an  annual  basis  and  each  of  the  25 
countries  with  quotas  have  the  right  to  send  the  sugar  into  the  United  States  at 
any  time  during  the  year  when  market  prospects  are  to  their  liking.  In  contrast, 
most  of  the  sugar  sellers  of  the  world  may  compete  for  the  right  to  ship  sugar 
here  under  the  global  quota.  Assignments  from  the  global  quota  are  made  on  a 
first-come-first-served  basis  so  that  a  seller  cannot  delay  committing  his  sugar 
if  he  wishes  to  be  s\n:e  of  placing  it  in  this  market.  Furthermore,  the  global 
quota  enables  our  buyers  to  purchase  sugar  in  countries  which  do  not  have  quotas 
and  from  which  sugar  could  not  be  acquired  \mder  a  complete  country  quota  system. 

The  global  quota  within  the  current  total.,  quotas  of  10.4  million  tons 
amounts  to  more  than  1.7  million  tons  and  is  fully  subscribed.  All  of  the  global 
quota  sugar  will  arrive  here  before  November  15  and  the  great  bulk  of  it  will  have 
arrived  before  the  end  of  the  heavy  sugar- consuming  period  on  September  30.  This 
is  most  helpful  at  this  time. 

We  also  believe  that  the  existing  country  quotas  are  very  usefiil  to  us 
in  the  present  situation. 

We  have  commitments  that  the  country  quotas  will  be  substantially  filled 
at  a  time  when  the  rapid  rise  in  the  world  price  of  sugar  has  opened  opportunities 
elsewhere  to  them.  Holders  of  coimtry  quotas  have  acknowledged  their  responsibi¬ 
lities  in  this  regard. 
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Favorable  prices  to  sugar  producing  countries  will  set  in  motion  an 
increase  in  production.  V/hile  we  should  not  look  to  prices  as  low  as  those  that 
prevailed  in  the  world  markets  early  last  year  —  clearly  at  disaster  levels  for 
many  foreign  countries  --  there  should  be  substantial  reductions  from  current 
levels,  as  the  world  supply  and  demand  situation  comes  into  better  balance. 

Finally,  let  me  say  that  all  of  us  should  be  grateful  for  our  Sugar  Act 
and  the  assurance  it  makes  possible  for  sugar  supplies  at  this  time.  It  should 
be  abundantly  clear  that  U.S.  sugar  supplies  today  would  be  infinitely  more  pre¬ 
carious  if  we  had  not  had  the  protection  of  this  law  and  the  quota  system  over 
the  past  50  years.  For  without  this  system,  our  domestic  sugar  industry  might 
not  have  siirvived  the  disastrously  low  world  prices  of  I96O-62.  U.S.  farmers 
today  are  producing  and  the  U.S.  processing  industry  is  manufacturing  six  million 
tons  of  sugar  that  constitute  nearly  60  percent  of  our  sugar  supplies.  The  pro¬ 
tection  that  the  Sugar  Act  has  afforded  over  the  years  has  maintained  a  healthy 
and  growing  domestic  sugar  industry  which  is  indispensable  in  such  a  period  of 
world  shortage. 


(more) 


TABLE  II 


SUGAR  QUOTAS  FOR  FOREIGN  COUNTRIES  AND  INDICATED  ADDITIONAL  OFFERINGS 
CALENDAR  YEAR  1963,  AND  CHARGES  TO  QUOTAS  BY  COUNTRIES  C.O.B.  MAY  23,  1963 


Basic  Charges  to :  Total  Indicated  Total 


Country 

Country 

Basic 

Deficit  Re- 

Global 

Quota  Additional  Prosp. 

Quotas 

allocations 

Quota 

Charges  Offerings 

Imprts 

(S.T.R.V.) 

(Thousands, 

short  tons,  raw  value) 

Philippines 

1,050,000 

523 

106 

628 

579 

1,208 

Dominican  Republic 

336,243 

86 

37 

202 

326 

275 

601 

Peru 

206,243 

50 

212 

262 

156 

418 

Mexico 

206,243 

191 

116 

22 

329 

15 

344 

Brazil 

195,793 

0 

281 

281 

196 

477 

Br.  West  Indies 

98,050 

78 

46 

123 

43 

166 

Australia 

43,339 

11 

175 

186 

33 

218 

Rep.  of  China 

38,114 

38 

36 

74 

0 

74 

French  West  Indies 

32,581 

15 

66 

81 

2/ 

81 

Colombia 

32,581 

0 

46 

46 

33 

78 

Nicaragua 

27,048 

14 

15 

29 

19 

48 

Costa  Rica 

27,048 

19 

10 

29 

2/ 

29 

Ecioador 

27,048 

0 

28 

29 

27 

55 

India 

21,823 

20 

102 

122 

0 

122 

Haiti 

21,823 

15 

7 

12 

34 

2/ 

34 

Guatemala 

21,823 

20 

6 

19 

46 

2/ 

46 

South  Africa 

21,823 

0 

111 

in 

22 

133 

Argentina 

20,000 

9 

217 

226 

11 

237 

Panama 

16,290 

12 

12 

5 

16 

El  Salvador 

11,065 

10 

2 

7 

19 

2/ 

19 

Paraguay 

10,758 

0 

0 

0 

0 

British  Honduras 

10,758 

0 

0 

0 

0 

Fiji  Islands 

10,758 

0 

24 

24 

11 

35 

Ireland 

10,000 

5 

5 

2/ 

5 

Belgium 

182 

8 

8 

0 

8 

France 

24 

24 

24 

Reunion 

11 

11 

0 

11 

Southern  Rhodesia 

11 

11 

11 

Mauritius 

67 

67 

67 

Turkey 

7 

7 

7 

Venezuela 

12 

12 

12 

Totals 

2,497,434 

1,118 

320 

1,723 

3,161 

1,423 

4,584 

Quota  Balance 

1,380 

153 

2 

Total  Charges  Plus 

Balances 

2,498 

473  X/ 

1,725 

1/  Total  quota  deficits:  Rep.  of  Philippines  157,618;  Western  Hemisphere 
Co\intries  315,827. 

2J  No  report. 


-  15  - 

TABLE  III 


CHARGES  TO  CAIENDAR  YEAR  I963  SUGAR  QUOTAS  AUD  INDICATED  ADDITIONAL  ARRIVALS 
FROM  FOREIGN  COUNTRIES  BY  MONTH  OF  EXPECTED  ARRIVAL,  C.O.B.  May  23,  19^3 


Quantities  Charged  To; 


Month  of 
Expected 
Arrival 

Basic 

Quotas 

Deficit 

Reallo¬ 

cations 

Global  . 
Quota 

Total 

Quota 

Charges 

Indicated 

Additional 

Arrivals 

Total 

Prospective 
Imports  J/ 

( Thousands, 

Short 

Tons, 

Rav 

Value ) 

January 

58 

0 

121 

179 

-- 

179 

February 

169 

0 

169 

338 

-- 

338 

March 

245 

2 

120 

367 

-- 

367 

April 

255 

45 

152 

452 

-- 

452 

Jiay 

215 

124 

i47 

I186 

-- 

i486 

June 

125 

12 

91 

228 

152 

380 

July 

51 

34 

34 

169 

177 

346 

August 

— 

50 

105 

155 

233 

388 

September 

-- 

37 

289 

326 

259 

585 

October 

— 

16 

167 

183 

319 

502 

November 

-- 

— 

278 

278 

217 

495 

December 

— 

— 

-- 

— 

66 

66 

Total  Prospec 
tive  Imports 

1,118 

320 

1,723 

3,161 

1,423 

4,584 

Quota 

Balances  2/  1,360 

153 

2 

1,535 

Total  Quotas 

2,498 

473 

1,725 

4,696 

IT Imports  may  be  earlier  than  indicated . 

^  Prospective  importations  vithin  such  balances  are  included  in  indicated 
additional  arrivals . 


It;  ■  . 
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u  s  nFPT.  OF  AGRICOLT'JOE 

Statement  of  Charles  S.  Murphy  ajiTinwfti  AnP'CliiTOO^'. 
Under  Secretary  of  Agricialture 

Before  The  JUL1&1963 

House  Banking  and  Currency  Committee, 

Consumer  Affairs  Subcommittee 

June  5,  1963  C  R-AoF 


Madam  Chairman  and  members  of  the  Subcommittee,  in  the  two  weeks  that 


have  elapsed  since  your  Subcommittee  announced  its  inquiry  into  the  rise  in  the 


price  of  sugar,  the  trend  in  sugar  prices  has  sharply  reversed. 


On  May  23,  the  rapid  upward  climb  in  prices  came  to  an  abrupt  halt. 

Since  that  date  prices  have  been  coming  down  as  rapidly  as  they  had  been  going  up. 

As  of  last  night,  the  world  price  of  raw  s\jgar  —  which  had  peaked  at 
12.6  cents  on  May  23  --  had  fallen  by  2.95  cents,  to  9*65  cents. 


The  price  of  raw  sugar  delivered  in  New  York,  duty  paid  --  which  had 
reached  a  high  of  13.2  cents  on  May  23  --  had  fallen  by  k.2  cents,  to  9*0  cents. 


The  wholesale  price  of  refined  cane  sugar  in  the  Northeast  --  which  had 
been  raised  to  16.3  cents  on  May  23  --  had  been  reduced  by  .8  cents,  to  15*5  cents. 


The  wholesale  price  of  beet  sugar  on  the  Pacific  Coast  --  whii'ctf'-had 
reached  a  high  of  15-^  cents  on  May  23rd  --  had  been  lowered  by  .75  cents,  to 
14.5  cents. 


All  of  yesterda^  s  prices  were  still  considerably  higher  than  the  levels 
at  the  beginning  of  this  year,  when  the  world  price  was  4.8  cents,  the  raw  sugar 
price  in  New  York  was  6.6  cents,  the  cane  sugar  wholesale  price  was  9*9  cents,  and 
beet  sugar  wholesale  price  9*2  cents.  But  the  trend  is  still  downward.  We  believe 
the  price  of  raw  sugar  will  reach  the  normal  levels  of  6  to  7  cents  a  pound  again 
in  the  reasonably  near  future. 


The  Depaortment  of  Agriculture  does  not  collect  data  on  retail  sugar 


prices;  these  data  are  compiled  by  the  Department  of  Labor.  The  latest  published 
data  are  for  April,  19^3^  and  these  show  a  price  of  12  cents  a  poimd,  up  only  .4 
cent  from  a  year  earlier.  We  all  know,  however,  that  sugar  prices  in  retail  stores 
were  raised  following  the  rise  in  the  wholesale  price,  and  the  May  figures  are 
certain  to  show  some  increase.  After  price  declines  in  raw  sugar  are  fully  re¬ 
flected  in  declines  in  prices  of  refined  sugar  it  can  be  expected  that  retail 
prices  will  also  turn,  downward. 

The  abrupt  reversal  of  the  price  trend  on  May  23  appears  to  have  been 
brought  about  primarily  by  the  release  of  information  by  this  Department  demon¬ 
strating  conclusively  there  was  not  —  and  was  not  going  to  be  —  a  siigar 
shortage  here.  The  price  increase  had  been  based  upon  fears  of  a  domestic 
sugar  shortage,  not  upon  any  reality  of  one.  When  the  facts  were  brought  to 
light,  the  fears  evaporated. 

This  raises  a  question,  of  course,  as  to  why  the  fears  originated  in 
the  first  place,  and  why  they  continued  as  long  as  they  did. 

We  welcome  the  inquiry  of  your  Subcommittee  into  this  entire  question, 
because  there  are  many  aspects  of  it  that  we  do  not  claim  to  fully  understand. 

As  we  see  it,  however,  this  is  essentially  what  happened: 

Causes  of  the  Price  Increases 

For  many  years  prior  to  last  year,  the  world  had  a  continuing  sixgar 
surplus.  The  world  price  of  raw  sugar  ’fell  early  in  I962  to  a  little  over  2 
cents  a  pound,  a  price  so  low  that  many  countries  deliberately  took  steps  to 
curtail  production.  But  even  as  that  low  point  was  reached  last  year,  the 
world  supply-demand  balance  was  already  shifting  from  one  of 
relative  ease  to  one  of  relative  tightness.  This 


-3- 


"shift  was  due  to  two  causes:  First,  the  decline  in  sugar  production  in  Cuba 
under  the  Cornmunist  regime,  and  the  commitment  to  the  Communist  bloc  of  most  of 
the  sugar  that  Cuba  did  produce;  second,  the  drop  in  sugar  beet  production  in 
Europe  in  I96I  because  of  bad  weather.  Last  year,  the  European  beet  crop  failed 
for  the  second  year  in  a  row,  and  by  last  fall  sugar  stocks  in  the  principal 
exporting  countries  had  been  drawn  down  well  below  normal  levels. 


V.Tiat  followed  was  a  classic  illustration  of  how  supply  and  demand 
factors  interact  in  a  free  market.  As  supplies  became  tighter,  sellers  began 
asking  higher  prices.  As  prices  began  to  rise,  buyers  accelerated  their  buying  to 
lay  in  bigger  supplies  in  anticipation  of  still  higher  prices  --  or  of  actual 
shortages.  In  doing  so,  they  bid  up  prices  still  further,  and  an  upward  spiral 
was  set  in  motion. 


The  acceleration  of  buying  by  users  and  distributors  in  this  country 
started  slowly  at  first,  in  about  November  of  last  year.  It  continued  at  a 
moderate  pace  until  early  in  April  of  this  year,  when  it  began  to  gather  momentum. 

These  developments  set  the  stage,  of  course,  for  some  speculation.  But 
it  is  difficult  to  distinguish  between  prudent  hedging  or  covering  of  risks  by 
persons  who  produce  and  trade  in  sugar  and  sugar-containing  products,  on  the  one 
hand,  and  outright  speculation  on  the  other.  In  both  cases,  the  transition  of 
sugar  from  a  relatively  stable-priced  commodity  to  one  of  the  substantial  price 
changes  would  lead  to  increased  activity. 


In  the  futures  market,  the  open  posit  ion- -that  is,  the  number  of  unfilled 
conti acts --on  the  New  York  Coffee  and  Su^r  E>:change  for  bulk  raw  sugar,  duty  paid 
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New  York,  rose  from  2,178  on  May  21,  19^2,  to  10,401  on  May  2k,  1983.  In  terms 
of  sugar  volume,  the  rise  was  from  117^712  short  tons  to  582,456  short  tons.  The 
open  position  in  New  York  on  the  contract  for  world  raw  sugar  during  the  same 
period  increased  from  2,752  to  10,133  contracts,  or  from  154,112  short  tons  to 
567,448  short  tons. 

The  sharply  increased  volume  in  the  open  position  on  the  futures 
exchange  undoubtedly  had  a  substantial  price  effect.  But  of  more  basic  importance 
were  the  purchases  of  sugar  to  build  up  stocks  by  the  sugar  using  and  distributing 
industries . 

How  the  Su^r  Act  Operates 

Before  explaining  what  the  Department  of  Agriculture  has  done  about 
the  sugar  situation,  perhaps  I  should  pause  to  outline  briefly  how  the  Sugar  Act 

t 

operates. 

That  Act  apportions  the  American  sugar  market  between  domestic  and 
foreign  suppliers,  approximately  60  percent  to  domestic  and  40  percent  to  foreign. 
The  domestic  share  is  in  turn  apportioned  among  the  beet  siogar  area,  the  mainland 
cane  area  (Louisiana  and  Florida),  and  the  three  offshore  producing  areas,  the 
State  of  Hawaii,  the  Commonwealth  of  Puerto  Rico,  and  the  Virgin  Islands.  The 
foreign  share  is  divided  among  25  coimtries  w'^'.ich  are  assigned  specific  quotas  in 
the  law  and  a  global  quota.  The  global  quota  is  an  amount  reserved  for  Cuba  when¬ 
ever  diplomatic  relations  with  that  co^antry  are  resimied;  until  such  time,  this 
global  quota  is  made  available  to  other  foreign  countries,  with  a  preference  for 
Western  Hemisphere  countries  and  countries  that  purchase  U.S.  agricultural 
commodities . 

0 


Prior  to  the  beginning  of  each  year,  the  Secretary  of  Agriculture  is 
obliged  to  announce  a  national  consumption  estimate  for  that  year.  This  sets 
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|the  total  amoiont  which  is  apportioned  under  the  quota  system.  In  December  of 
last  year,  the  Secretary  annovmced  a  national  consumption  estimate  for  19^3 
of  9*8  million  tons.  This  resulted  in  the  following  breakdown  among  suppliers: 


Domestic : 

Beet  sugar  area 

2,698,590 

Mainland  cane  area 

911,410 

Hawaii 

1,110,000 

Puerto  Rico 

l,l40,000 

Virgin  Islands 

15,000 

Sub -total  domestic 

5,875,000 

Foreign : 

25  quota  countries 

2,420,659 

Global  quota 

1,504,3^1 

Sub-total  foreign 

3,925,000 

Grand  Total 

9,800,000 

Whenever  the  Secretary  determines  that  a  country,  or  a  domestic  producing 
^rea,  cannot  meet  its  quota,  he  is  empowered  to  reallocate  the  amount  of  the 
deficit.  The  law  assigns  nearly  one-half  of  any  such  deficits  to  the  Philippines 
and  opens  up  the  remainder  to  countries  of  the  Western  Hemisphere  on  a  first-come, 
first- served  basis  with  special  consideration  to  those  purchasing  United  States 
agricultural  commodities. 

This  is  the  basic  system  of  marketing  quotas.  As  a  means  of  apportioning 
domestic  production  among  individual  sugar  growers,  the  law  also  provides  for 
acreage  allotments,  or  "proportionate  shares."  Total  acreage  allotted  is  calciilatei 
on  the  basis  of  "what  is  required  to  produce  the  amount  of  beet  and  cane  sugar 
which  can  be  sold  under  the  respective  marketing  quotas. 
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To  offset  the  higher  production  costs  of  domestic  production  and  thus  4 
enable  domestic  producers  to  compete  with  foreign  producers,  the  Sugar  Act  pro¬ 
vides  for  payments  to  growers  according  to  the  tonnage  of  sugar  produced.  These 
payments  are  finar.ced  from  a  tax  of  ^  cent  per  pound  levied  on  sugar  processed  or 
imported  for  domestic  consumption.  When  the  price  of  imported  sugar  remains 
under  the  domestic  price,  an  import  fee  equal  to  the  difference  is  imposed  upon 
the  importer  and  retiirned  to  the  Treasuiy. 

Changes  from  Previous  Sugar  Legislation 

The  Sugar  Act  amendments  of  I962  differed  from  the  previous  sugar 
legislation  in  two  main  respects. 

First,  under  the  previous  act  the  entire  United  States  consumption  was 
assigned  in  domestic  or  individual  country  quotas.  There  was  no  global  quota. 

Second,  the  foreign  supplier  sold  in  our  market  at  our  price  and  — 

♦ 

when  the  world  price  was  under  the  domestic  price  --  retained  the  difference  as 
a  premium.  That  amounted  to  about  $200  million  in  each  of  the  years  1959^  i960 
and  1961.  There  was  no  import  fee  to  recapture  this  premium  for  the  Ikiited  States. 

A  number  of  critics  of  the  present  Sugar  Act  are  currently  suggesting 
that  Congress  made  a  mistake  last  year  and  that  our  difficulties  are  attributable 
to  the  changes  made  in  the  previous  sugar  legislation. 

These  critics  argue  that  if  foreign  suppliers  were  guaranteed  a  premium 
price  in  o\ir  market  at  a  time  when  the  world  price  is  low,  they  would  place  such 
a  high  value  on  this  guarantee  that  they  would  be  willing  to  supply  our  needs  at 
reasonable  prices  when  the  world  price  is  high.  They  point  out  that  foreign 
suppliers  did  meet  our  needs  at  our  prices  on  two  occasions  when  the  world  price 
rose  during  the  time  the  previous  legislation  was  in  effect. 
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In  our  judgment,  when  all  the  facts  are  taken  into  account,  it  appears 
that  the  changes  in  the  law  made  it  possible  to  deal  with  the  current  situation 
better  than  wo\ild  have  been  possible  without  such  changes. 

In  the  first  place,  the  former  law  was  never  tested  during  a  period  when 
supply-demand  relationships  were  thrown  as  sharply  and  suddenly  out  of  balance  as 
they  were  by  the  loss  of  the  Cuban  production  and  the  two  bad  European  beet  crops. 

The  basic  stabilizing  factor  in  the  previous  sitimtion  was  not,  we 
believe,  the  country  quota  and  premim  price  system  so  much  as  it  was  the  huge 

supply  of  Cuban  sugar.  Tliat  nation  was  the  world's  largest  producer  and  exporter 
of  sugar;  it  supplied  about  one-third  of  U.S.  consumption  needs.  Cuba  normally 
carried  ample  stocks,  under  tight  central  control,  and  it  could  quickly  expand 
production  to  meet  emergency  needs.  The  root  cause  of  the  present  instability  is 
not  the  change  in  the  law;  it  is  the  loss  of  that  central  stabilizing  factor  in  tht 

previous  situation--  the  6-  to  7-million- ton  Cuban  sugar  crop.  No  country,  or 
combination  of  countries,  is  yet  able  to  produce  supplies  in  such  volume  as  to 

create  the  same  stabilizing  influence. 

The  establishment  of  the  global  quota,  as  a  partial  alternative  to  a 
complete  country  quota  system,  has  been  particularly  criticized.  But  it  appears 

that,  in  the  present  circumstances,  the  existence  of  both  the  individual  country 
quotas  and  the  global  quota  gives  us  the  advantages  of  both  systems.  On  the  one 
hand,  the  individual  countries  feel  a  definite  responsibility  to  fill  their  quotas. 
On  the  other  hand,  we  can  through  the  global  quota  obtain  supplies  from  anywhere 
in  the  world  --  from  nations  which  have  no  quotas  or  which  have  filled  their  quotas. 
If  there  vjere  no  global  quota,  that  sugar  would  not  be  allowed  to  enter  the 


country . 
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For  example,  we  have  obtained  67,000  tons  from  the  Island  of  Mauritius. 
That  island  has  no  quota.  We  have  obtained  a  total  of  65,000  tons  from  France, 
Turkey,  Venezuela,  Southern  Rhodesia,  and  Reunion.  None  of  these  countries  have 
quotas. 


From  the  three  countries  of  Mexico,  Peru,  and  Brazil,  we  have  obtained 
a  total  of  870,000  tons  already  this  year.  Those  countries  have  a  combined  quota 
of  608,000  tons.  Argentina  has  a  quota  of  20,000  tons  but  will  supply  us  226,000, 
India  has  sold  us  122,000  against  a  quota  of  21,000;  Australia  l86,000  against 
a  quota  of  43,000. 

Altogether,  about  a  million  tons  of  sugar  have  been  obtained  through 
the  global  quota  that  could  not  have  entered  the  United  States  within  the  country 
quotas  as  now  established. 

True,  if  the  global  quota  had  been  parceled  out  in  country  quotas  last 
year  in  an  exact  relationship  to  what  turned  out  to  be  the  availability  of  sugar 
this  year,  the  sugar  cOuld  of  course  have  come  in.  But  to  apportion  quotas  with 
such  precision,  in  the  course  of  drafting  legislation,  is  virtually  impossible  -- 
as  the  discrepancies  between  quotas  and  sugar  availability  in  such  cases  as 
Australia,  India,  and  Argentina  illustrate. 

If  there  were  no  global  quota,  it  is  almost  a  certainty  that  country 
quotas  would  have  had  to  be  suspended  by  this  time  in  order  to  permit  sugar  to 
enter  the  United  States  from  wherever  it  might  be  found. 

It  is  not  an  over- statement  to  say  that  in  this  period  of  tight  world 
sugar  supplies  the  global  quota  has  been  our  salvation.  Without  it,  the  entire 
quota  system  would  in  all  probability  have  broken  dcn/n. 
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Actions  to  Assure  Our  Sup:ar  Supply 

Since  it  becaine  apparent  that  world  sugar  supplies  were  tightening;,  the 
Department  of  Agriculture  has  taken  a  series  of  steps  to  assure  that  United  States 
users  would  not  experience  any  sugar  shortage. 


All  controls  on  domestic  sugar  production  have  been  ranoved.  There  have 
been  no  Governmental  controls  on  production  in  Puerto  Pdco,  Hawaii  or  the  Virgin 
Islands  in  recent  years  and  there  have  been  none  in  the  domestic  sugarbeet  area 
since  i960,  lie  have  also  announced  that  there  will  be  no  such  controls  in  the 
domestic  sugar  beet  areas  in  1964  and  1965*  In  the  mainland  sugar  cane  area,  1963- 
crop  acreage  was  originally  established  at  the  level  of  I962  acreage,  which  for 
Florida  reflected  a  100-percent  increase  over  the  I961  acreage.  Early  in  May,  it 
was  announced  that  the  1964  crop  would  be  unrestricted  and  that  the  I963  restric¬ 
tions  were  removed. 

The  only  restrictions  on  domestic  sugarbeet  and  mainland  cane  production, 
therefore,  are  those  resulting  from  a  limitation  of  processing  capacity.  One  of 
the  major  objectives  of  the  Department  in  announcing  that  restrictions  would  not  be 
imposed  on  sugar  beet  production  in  1964  and  I965  was  to  encourage  the  modernizatio. 
and  expansion  of  existing  factories  and  the  enlargement  of  factories  now  under 
construction. 


The  global  quota  for  I963  was  authorized  for  early  commitment  --  release 
of  the  first  750^000  tons  being  announced  on  Nov.  27  last  year.  The  remaining 
amounts  were  authorized  for  commitment  on  Dec,  26,  Jan.  31^  Feb.  28,  and  April  5- 
All  of  these  allocations,  totaling  1,504,000  tons,  were  promptly  committed.  The 
commitments  were  expedited  when  the  variable  import  fee  was  removed  on  Jan.  23, 
^after  the  world  price  rose  to  our  domestic  price  level. 
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On  February  26,  the  Secretary  determined  that  Puerto  Rico  would  fail 
by  220,000  tons  to  meet  its  quota  and  reallocated  the  deficit  to  the  Philippines 
and  the  Western  Hemisphere  countries  as  the  law  specifies. 

By  May  6,  it  became  apparent  that  stockpiling  of  sugar  by  industrial 
users  and  wholesale  and  retail  distributors  had  reached  such  proportions  in  this 
country  that  at  least  some  distribution  pipelines  would  run  dry  xmless  the 
United  States  entered  the  world  market  for  more  sugar.  On  that  date,  accordingly, 
the  Department  annoianced  an  increase  in  the  national  consumption  estimate  for 
1963  of  600,000  tons. 

The  beet  sugar  aresFs  share  of  the  increase  was  declared  to  be  in 
deficit.  At  the  same  time,  an  additional  50,000  tons  of  Puerto  Rico’s  quota 
was  found  to  be  in  deficit.  The  Secretary  determined  that  the  Republic  of 
the  Philippines  and  VJestern  Hemisphere  countries  could  not  supply  all  of  the  ^ 

deficits  declared  and  a  portion  was  therefore  added  to  the  global  quotas.  The 
end  result  of  the  changes  was  to  increase  quotas  by  the  following  amounts: 

(1)  mainland  cane  area,  98,k63  tons,  (2)  individual  foreign  countries,  87,9^8 
tons,  (3)  Republic  of  the  Philippines,  49,70^  tons,  (4)  Western  Hemisphere 
countries  as  a  group,  192,568  tons,  and  (5)  global  quota,  221,317  tons. 

The  600, 000-ton  increase  in  our  consimiption  estimate  is  about  equal  to 
the  stockpiling  that  has  taken  place  among  distributors  and  industrial  users  of 
sugar  --as  measured  by  refiner  and  processor  sales  in  the  last  six  months  compare^ 
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to  nonnal  sales.  Stocks  in  the  hands  of  distributors  and  users  are  estimated 
at  1,000,000  ton's  --  two  and  one -half  times  as  large  as  normal. 

Meanwhile,  we  took  steps  to  assure  that  sugar  tonnage  assigned  by  the 
basic  coiintry  quotas  would  be  delivered.  We  communicated  with  every  country  with 
an  unfilled  quota  and  received  definite  replies  covering  virtually  the  entire 
amount.  The  assurances  received  from  them  are  listed  in  the  next  to  last  column 
of  Table  I. 

Holders  of  country  quotas  have  acknowledged  their  responsibilities  to 
see  that  the  sugar  arrives  this  year.  Promised  deliveries,  by  months,  are  in¬ 
cluded  in  the  figures  on  Table  II. 

As  soon  as  we  had  received  most  of  the  replies  from  the  quota  countries, 
we  made  public  the  information  that  the  United  States  will  have  available  enough 
sugar  this  year  to  meet  all  of  its  consumption  needs  --  plus  the  unnecessary 
stockpiling  that  had  taken  place.  This  information,  as  I  observed  earlier, 
contributed  to  the  reversal  of  price  trends. 

The  Current  Price  Outlook 

The  basic  fact  governing  the  price  outlook  is  the  assurance  that  this 
country  will  have  ample  supplies  of  sugar. 

Total  inven'tories  of  sugar  in  the  United  States  --  exclusive  of  those 
in  households  —  are  estimated  to  have  been  2,100,000  tons  a  little  more  than  a 
year  ago  on  April  30,  19^2,  and  to  be  2,600,000  tons  at  the  present  time.  Those 
quantities  represented  between  21  and  22  percent  of  the  annual  requirements  in 
1962  as  compared  to  between  26  and  27  percent  this  year.  Or  said  another  way,  the 
stocks  on  hand  at  the  end  of  April  1962  represented  about  nine  weeks  of  summertime 
consumption  compared  with  11  weeks  toward  the  close  of  April  this  year.  It  should 
be  noted  that  the  increase  over  a  year  ago  was  in  the  hands  of  sugar  users  and 
traders.  The  inventories  of  primary  distributors  were  slightly  lower  at  the  end 
of  April  than  they  had  been  a  year  earlier. 
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Particularly  in  the  later  months  of  this  year,  supplies  of  sugar  in  the 
United  States  are  almost  certain  to  he  substantially  more  than  adequate  to  meet 
consumption  requirements  during  that  period.  Heavy  deliveries  of  foreign  quota 
sugar  are  in  prospect  for  September,  October,  and  November  and  the  marketing  in 
volume  of  domestically  produced  beet  sugar  begins  in  October.  These  ample  supplies 
of  sugar  in  the  United  States  this  Fall  will,  in  turn,  exert  a  strong  downward 
pressure  on  prices. 

As  we  have  seen  from  the  behavior  of  the  sugar  market  during  the  past 
two  weeks,  the  outlook  for  lower  prices  is  strongly  reflected  in  current  trading. 
Users  of  sugar,  particularly  industrial  users,  when  they  can  expect  to  buy  sugar 
at  sharply  lower  prices  a  few  months  hence  will  have  a  tendency  to  use  existing 
stocks  instead  of  buying  additional  sugar  at  today's  prices. 

The  newspapers  have  reported,  and  we  believe  that  our  statistics  will 
shortly  show,  that  the  stockpiling  of  sugar  has  stopped  --  indeed,  that  industrial 
users  and  sugar  distributors  are  decreasing  their  inventories  in  anticipation  of 
plentiful  supplies  and  lower  prices  in  the  future.  Postponement  of  buying  will 
accelerate  the  current  price  decline  in  the  same  way  that  inventory- build ing.. 
aocoloratod’ tho  prico’ inflat  ion  prior  to  May  23. 

Suppliers  of  sugar,  on  the  other  hand,  will  wish  to  market  their  sugar  in 
the  United  States  as  promptly  as  possible  to  gain  as  much  advantage  as  possible 
from  the  prevailing  higher  prices  before  they  sink  to  the  levels  expected  next 
fall.  These  two  factors  working  together  --  the  inclination  of  users  to  hold 
back  on  their  purchases  and  the  inclination  of  suppliers  to  speed  up  their  sales  -- 
both  in  anticipation  of  lower  prices  in  the  Fall  --  can  be  expected  to  continue  to 
exert  a  strong  corrective  pressure  on  the  market  from  this  point  on. 
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The  Longer -Range  Outlook 

We  can  expect  that  world  supply  and  consumption  of  sugar  will  come 
back  into  balance  --  probably  by  next  year. 

At  the  same  time  that  higher  prices  are  retarding  constmiption,  they 
are  bringing  forth  expanding  output.  iyb,ny  countries  in  the  world  have  the 
potential  to  increase  sugar  production  materially.  Present  high  prices  are  now 
spurring  foreign  countries  to  make  the  maximiim  use  of  present  production 
facilities.  This  will  include  the  harvesting  of  all  available  cane,  including 
that  which  might  not  be  worth  milling  at  a  lower  price.  Further,  increased  use 
of  fertilizer  promises  to  improve  yields  significantly  on  existing  acres.  This 
can  be  especially  important  in  many  major  cane  producing  countries . 

The  1963  acreage  of  sugar  beets  in  Europe  is  3  to  5  percent  above  I962. 
Plantings  vxere  later  than  usual  this  spring,  but  more  favorable  weather  in  recent 
weeks  has  already  substantially  offset  the  effect  of  the  late  planting.  Favorable 
weather  in  Europe  for  the  balance  of  the  season  shotild  result  in  yields  above  those 
of  the  past  two  years. 

In  addition  to  the  larger  production  in  prospect  in  foreign  countries, 
we  can  expect  that  in  the  United  States,  with  normal  weather  conditions,  pro¬ 
duction  of  domestic  beet  sugar  and  mainland  cane  sugar  from  the  I963  crop  will  be 
up  about  500 ; 000  tons  over  the  I962  crop.  This  will  be  a  record  output  for  U.S. 
producers.  With  all  acreage  restrictions  removed,  the  1961-  production  should  be 
even  higher. 

The  speed  with  which  world  production  will  increase  and  overtake 
consumption  will  depend  upon  the  weather,  the  length  of  time  require  to  induce 
new  capital  investment,  and  the  policies  of  producing  countries  toward 
their  sugar  industries.  We  expect  sugar  prices  to  return  to  the  normal  range 
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of  U.S,  prices  in  the  reasonably  near  future.  We  are  not  likely  to  see  serious 
price  depressing  surpluses  again  for  some  years  ahead.  The  prices  that 
prevailed  in  the  world  market  early  last  year  were  at  disaster  levels  for  many 
foreign  countries. 

Finally,  let  me  say  that  all  of  us  should  be  grateful  for  our  sugar 
legislation  over  the  years  and  the  assurance  it  has  made  possible  for  sugar 
supplies  at  this  time.  It  should  be  abundantly  clear  that  U.S.  sugar  supplies 
today  would  be  infinitely  more  precarious  if  we  had  not  had  the  protection  of 
this  law  and  and  the  quota  system  over  the  past  30  years.  For  without  this 
system,  our  domestic  sugar  industry  might  not  have  survived  the  disastrously 
low  world  prices  of  I96O-62.  U.S.  farmers  today  are  producing  and  the 
U.S.  processing  industry  is  manufacturing  6  million  tons  of  sugar  that 
constitutes  nearly  60  percent  of  our  sugar  supplies.  The  protection  that 
the  Sugar  Act  has  afforded  over  the  years  has  maintained  a  healthy  and 
growing  domestic  sugar  industry  which  is  indispensable  in  such  a  period 
of  tight  world  supplies. 

The  attached  tables  show  import  commitments  and  prospects,  and 
prospective  supplies  from  all  sources,  by  months,  during  1963* 

(more) 


TABLE  I 


SUGAR  QUOTAS  FOR  FOREIGN  COUNTBIES  AND  INDICATED  ADDITIONAL  OFFERINGS 
CALENDAR  YEAR  1963,  AND  CHARGES  TO  QUOTAS  BY  COUNT'RIES  C.O.B.  MAY  23,  1963 


Basic 

Chai 

rffes 

to: 

Total 

Indicated 

Total 

Country 

Country 

Basic 

Deficit  Re- 

Global  Quota 

Additional 

Prosp . 

Quotas 

allocations 

Quota 

Qffexiuga 

jjnprts. 

(S.T.RcV, 

(Thousands, 

short 

tons,  raw  valxie) 

Philippines 

1,050,000 

523 

106 

628 

579 

1,208 

Dominican  Republic 

336,243 

86 

37 

202 

326 

275 

601 

Peru 

206,243 

50 

212 

262 

156 

418 

Mexico 

206,243 

191 

116 

22 

329 

15 

344 

Brazil 

195,793 

0 

281 

281 

196 

4V7 

Br.  West  Indies 

98, 050 

78 

46 

123 

43 

166 

Australia 

43,339 

11 

175 

186 

33 

218 

Rep.  of  China 

38,lLi 

38 

36 

74 

0 

74 

French  West  Indies 

32,581 

15 

66 

81 

a/ 

81 

Colombia 

32,581 

0 

46 

46 

33 

78 

Nicaragua 

27,048 

14 

15 

29 

19 

48 

Costa  Rica 

27,048 

3.9 

10 

29 

2/ 

29 

Ecuador 

27,048 

0 

28 

29 

27 

55 

India 

21,823 

20 

3.02 

122 

0 

122 

Haiti 

21,823 

15 

7 

12 

34 

V 

34 

Guatemala 

21,823 

20 

6 

19 

46 

a/ 

46 

South  Africa 

21,823 

0 

111 

111 

22 

133 

Argentina 

20,000 

9 

23.7 

226 

11 

237 

Panama 

16,290 

12 

12 

5 

16 

El  Salvador 

11,065 

10 

2 

7 

19 

z/ 

19 

Paraguay 

10, 758 

0 

0 

0 

0 

British  Honduras 

10,758 

0 

0 

0 

0 

Fiji  Islands 

10,758 

0 

24 

24 

11 

35 

Ireland 

10,000 

5 

5 

2/ 

£; 

y 

Belgium 

182 

8 

8 

0 

8 

France 

24 

24 

24 

Reunion 

11 

11 

0 

11 

Southern  Rhodesia 

11 

11 

11 

Ii'!auritius 

67 

67 

67 

Turkey 

7 

7 

7 

Venezuela 

12 

12 

;i2 

Totals 

2,497,434 

1,118 

320 

1,723 

3,161 

1,423 

4,584 

Quota  Balance 

1,380 

153 

2 

Total  Charges  Plus 

Balances 

2,498 

473  1/ 

1,725 

1/  Total  quota  deficits:  Rep.  of  Philippines  157, 6lB;  Western  Heirdsphere 
Countries  315,827. 
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Table  II 


ACTUAL  AND  PROSPECTIVE  DELIVERIES  OF  SUGAR  IN  THE  UNITED  STATES  ♦ 

BY  MONTHS  -  1963 
(1,000  Short  Tons,  Raw  Value) 


Month 

S 

0  U  R  C  E 

Total 

Foreign 

P.R.  &  V,I„ 

Hawaii 

Mainland 

Cane 

Beets 

January 

179 

1 

6h 

63 

171 

hid 

February 

338 

90 

97 

70 

169 

68h 

March 

367 

131 

79 

70 

219 

862 

April 

h$2 

139 

19 

90 

196 

912 

May 

U86 

138 

109 

hi 

239 

1,011 

June 

380 

139 

129 

10 

290 

900 

July 

3U6 

I40 

129 

9 

260 

876 

August 

388 

90 

119 

9 

270 

868 

September 

619 

U9 

119 

0 

210 

989 

October 

902 

20 

100 

79 

220  1/ 

917 

November 

I499 

- 

79 

290 

229  1/ 

l,0U9 

December 

66 

— 

79 

369 

279  1/ 

781 

U,6ll| 

889 

1,110 

1,010 

2,700 

10,319  ^ 

^  Stocks  of  beet  sugar  will  rise  in  the  last  q_uarter  and  should  approximate 
1,900,000  tons  by  December  31^  1963.  Therefore,  ample  beet  sugar  will  be 
available  for  a  much  larger  distribution  if  desired^ 
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am  delighted  to  be  here  with  you  today  in  the  heart  of  this 
great  State.  Alexandria,  here  on  the  banks  of  the  Red  River,  is  the 
geographical  center  of  Louisiana.  And,  as  such,  it  is  a  very  advantageous 
location  for  state  offices  of  Federal  agencies,  such  as  ours. 

I  am  told  Alexandria  is  so  centrally  located  that  you  can  step 
into  an  automobile  and  drive  to  almost  any  point  in  Louisiana  and  back 
in  one  day's  time. 

This  is  of  great  help  to  a  soil  conservationist,  a  forester, 
a  farmer  fieldman,  an  FHA  loan  officer,  or  a  statistical  reporter,  who 
must  constantly  be  moving  about  the  State  to  the  cotton  farms  and  the 
pinelands  north  of  here  and  to  the  sugarcane  plantations  and  rice  fields 
to  the  south.  And  it  is  a  help  to  the  farmer  who  uses  their  services. 

This  is  why  we  are  particularly  pleased  to  be  here  today  to 
participate  in  the  dedication  of  this  handsome,  new  headquarters  building 
to  house  the  State  offices  of  our  Agricultural  Stabilization  and  Conser¬ 
vation  Service,  Soil  Conservation  Service,  Farmers  Home  Administration, 
and  Statistical  Reporting  Service. 

In  so  doing,  vre  are  bringing  back  together  again,  under  one 
roof,  this  family  of  four  of  our  United  States  Department  of  Agriculture 
agencies  in  Louisiana  that  have  been  separated  since  1959. 

The  important  thing  about  this  building  we  dedicate,  however, 
is  not  its  handsome,  modern  design,  or  the  steel  and  concrete  and  brick 
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and  mortar  and  glass  that  went  into  its  construction.  The  important 
thing  is  the  building’s  purpose  and  the  people  who  use  it. 

You  may  remember  the  story  that,  over  the  theatre  stage  door 
entrance  to  the  famous  Earl  Carroll's  Vanities  in  New  York,  there  was 
a  sign  that  read:  "Through  these  portals  pass  the  most  beautiful  girls 
in  the  world." 

Well,  I  can  paraphrase  that  to  say  that  through  these  portals 
pass  some  of  the  finest,  most  talented  and  most  conscientious  public 
servants  in  the  world  --  people  who  have  --  and  daily  take  advantage  of  - 
a  tremendous  opportunity  for  service  to  their  fellow  man. 

Few  callings  in  this  complex  world  of  ours  are  more  important 
than  the  very  basic  one  of  providing  the  food  that  sustains  human  life. 
This  is  the  essential  objective  of  the  men  and  women  of  ASCS  --  of  FHA  -- 
of  SCS  --  and  of  SRS,  who  from  this  building  fan  out  into  all  the  parishe 
of  Louisiana.  They  are  dedicated  to  helping  our  farmers  produce  and 
market  the  food  and  fiber  needed  to  keep  189  million  Americans  alive  and 
healthy  as  well  as  additional  quantities  that  can  be  sent  abroad  to 
millions  of  people  in  other  lands.  They  are  dedicated  to  conserving 
our  resources  of  soil  and  water,  and  to  strengthening  our  family  farm 
system  of  agriculture,  so  that  this  country  will  have  in  the  years  ahead 
the  most  absolute  essentials  for  maintaining  its  place  as  a  great  nation. 

The  beneficiaries  of  their  work  are  not  just  the  rice  planter 
down  in  Acadia  Parish,  the  sugarcane  producer  in  Iberia,  the  cotton 
grov;er  up  in  East  Carroll,  or  the  dairyman  over  in  Washington  Parish. 
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The  stevedore,  the  shipbuilder,  the  banker  and  the  lav/yer  and 
the  office  worker  in  New  Orleans  also  benefit  from  these  efforts.  So 
does  the  industrialist  up  in  Shreveport,  the  chemist  down  at  Lake  Charles, 
the  refinery  worker  and  the  professor  at  Baton  Rouge,  the  wholesaler 
in  Monroe,  and  the  clerk,  the  lawyer  and  the  railroad  worker  here  in 
Alexandria. 

The  U.  S.  Department  of  Agriculture  serves  all  the  people  -- 
in  the  cities  as  v;ell  as  on  the  farms.  It  is  a  department  of  government 
that  serves  the  consumer  as  well  as  the  producer. 

Like  most  people,  I  had  little  idea  of  the  enormous  scope  of 
the  Department's  activities  and  services  to  the  people  of  this  country, 
and  the  entire  world,  until  I  went  with  the  Department  in  1961. 

I  have  found  it  to  be  a  fabulous,  fascinating  and  altogether 
an  astounding  Department  of  government.  I  have  been  learning  more  about 
it  with  growing  amazement  during  each  day  of  the  past  two  and  a  half  years. 

Not  long  ago  in  Washington  I  was  surprised  to  get  a  call  from 
a  friend  who  wanted  me  to  help  him  get  a  hotel  reservation  in  Oregon. 

The  reason  he  gave  was  that  the  hotel  was  in  a  National  Forest  and  was 
ov7ned  by  the  Forest  Service. 

The  Forest  Service  ^  in  the  Department  of  Agriculture.  So  I 
inquired  as  to  whether  we  did  in  fact  own  the  hotel.  And  I  found  out 
that  not  only  did  we  own  this  hotel,  but  that  in  addition  the  National 
Forests  also  have  417  other  hotels,  lodges,  and  resorts;  18,230  cabins; 

556  organization  camps;  4,221  campgrounds;  1,264  picnic  areas;  196 
sv7imming  sites;  and  391  boating  sites.  The  picnic  and  camping  areas 
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alone  can  accommodate  more  than  325,000  persons  at  one  time,  and  last 
year  there  were  113  million  recreational  visits  to  the  National  Forests. 

We  have,  as  you  know,  the  Kisatchie  National  Forest  in 
Louisiana,  regional  offices  in  New  Orleans,  and  the  fine  facility  right 
here  at  nearby  Camp  Bureaugard. 

We  do  not  have  in  Louisiana  such  large  hotel  developments  as 
the  type  my  friend  referred  to  in  Oregon.  However,  we  do  have  excellent 
accommodations  for  the  general  public  on  the  Kisatchie,  which  is  over  a 
half  million  acres  in  size. 

We  have  at  Caney  Lake  a  very  attractive  lodge  plus  20  cabins 
to  accommodate  the  public.  This  area  is  very  popular  for  water  skiing 
and  boat  racing.  In  addition,  we  have  nine  separate  areas  for  camping 
and  picnicking  which  afford  accommodations  for  202  family  units.  Also, 
we  have  developed  swimming  lakes,  boating  marinas  and  organization  camps. 
And  have  set  aside  three  areas  where  the  public  can  lease  summer  homesites. 

But  the  Forest  Service,  as  big  and  important  as  it  is,  is  just 
one  of  16  equally  important  agencies  of  the  Department  of  Agriculture. 

Another  is  the  far-flung  Agricultural  Marketing  Service,  which 
helps  the  farmer  and  the  consumer,  both,  in  the  marketing,  grading, 
inspection,  handling  and  transportation  of  food  and  fiber  from  field  -- 
to  processor,  to  store,  to  home. 

AMS  also  operates  food  distribution  programs  which  provide 
food  to  more  than  7  million  needy  Americans  and  make  it  possible  for 
15  million  school  children  to  eat  well-balanced  lunches.  About  600,000 
children  in  1,639  Louisiana  schools  benefitted  from  the  school  lunch 
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Under  the  direct  distribution  program  and  the  food  stamp  plan, 
food  is  going  now  to  over  200,000  recipients  in  Louisiana. 

In  the  fall  of  1961,  I  went  with  Vice  President  Lyndon  Johnson 
to  the  coast  of  Texas  where  hurricane  Carla  had  struck.  You  remember 
Carla  also  caused  heavy  damage  to  the  coast  of  Louisiana.  We  found  in 
Texas  hundreds  of  people  who  had  taken  refuge  in  school  houses  and  were 
living  on  the  fodd  the  USDA  had  sent  there  for  school  lunches. 

That  was  entirely  proper.  The  agreements  between  the  States 
and  the  USDA  expressly  provide  that  this  food  shall  be  available  for 
emergency  use  in  case  of  disaster.  And  before  the  flood  waters  had 
gone  down,  we  had  more  food  on  the  way  into  the  area  to  meet  emergency 
needs.  The  Department  made  food  available  free  of  charge  for  all  people 
displaced  by  the  flood  and  who  were  not  able  to  pay.  The  same  thing 
was  true  in  parts  of  Louisiana. 

Then  there  is  the  Rural  Electrification  Administration,  whose 
benefits  of  light  and  power  are  known  to  farmers  all  across  Louisiana, 
and  the  Federal  Extension  Service,  with  its  direct  aids  to  thousands 
of  Louisiana  farm  families  in  close  cooperation  with  Louisiana  State 
University  at  Baton  Rouge. 

But,  honestly,  I'm  just  scratching  the  surface  about  what  goes 
on  in  the  Department  of  Agriculture  --  in  Washington,  here  in  Louisiana, 
all  across  the  nation,  and,  indeed,  around  the  world.  I  have  not  yet 
even  touched  upon  the  four  agencies  whose  Louisiana  State  offices  are 
housed  here  today  in  this  new  building. 


•  *  rV* 


6 


So,  let's  take  a  brief  look  at  some  of  their  activities. 

One  of  the  largest  and  best  known  of  all  the  USDA  agencies  is 
the  Agricultural  Stabilization  and  Conservation  Service,  which  administers 
the  federally  authorized  farm  programs  to  protect  and  stabilize  farm 
income. 

The  ASCS  State  office  in  this  building  is  the  focal  point  in 
Louisiana  of  the  ASC  committee  system,  which  functions  at  the  State  level 
here  and  at  the  parish  and  community  levels  throughout  the  State. 

One  of  the  programs  administered  by  ASCS,  with  heavy  respon¬ 
sibility  on  the  farmers  themselves,  is  the  ACP  --  the  Agricultural 
Conservation  Program,  to  care  for  our  soil,  water  and  woodland  resources. 

Through  this  voluntary  program,  farmers  who  have  conservation 
problems  on  their  farmland,  may  receive  financial  and  technical  assistance 
in  the  installation  of  needed  soil,  water,  woodland  and  wildlife  conserving 
practices. 

Production  and  acreage  allotment  programs  also  are  administered 
by  ASCS  and  the  farmer  committeemen.  Keeping  production  in  line  with 
demand  helps  farmers  improve  their  income. 

Louisiana's  major  crops  --  cotton,  rice  and  sugarcane  --  are 
vitally  affected  by  these  programs  administered  from  Washington,  from 
this  building  in  Alexandria,  and  at  the  parish  and  community  levels. 

Although  the  acreage  planted  is  substantially  lower  than  a 
few  years  ago,  cotton  continues  to  be  a  major  crop  in  Louisiana,  In 
1952,  Louisiana  farmers  produced  547,000  bales  of  cotton  with  a  total 
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value  --  both  lint  and  seed  --  of  nearly  $100  million.  The  continuation 
of  this  production  is  made  possible  through  the  cotton  allotment  and 
price  support  program  administered  through  ASCS.  If  U.  S.  farmers  had 
to  sell  their  cotton  in  the  free  market  at  world  prices  prevailing 
today,  it  would  be  virtually  impossible  to  grow  cotton  at  a  profit  in 
Louisiana. 

The  1962  rice  crop  in  Louisiana  is  valued  at  $76%  million  -- 
far  above  the  1960  crop  which  was  valued  at  only  $59  million.  As  in 
the  case  of  cotton,  the  profitable  production  of  this  rice  is  vitally 
dependent  upon  an  acreage  allotment  and  price  support  program. 

For  far  more  than  a  century,  sugarcane  has  played  an  important 
role  in  Louisiana's  history.  The  cane  belt,  which  lies  well  to  the 
south  of  Alexandria,  is,  I  believe,  the  northernmost  point  at  which 
sugarcane  is  grown  for  the  extraction  of  sugar  anywhere  in  the  world. 

Last  year,  there  were  more  than  300,000  acres  of  sugarcane  cultivated 
on  2,400  farms  in  Louisiana. 

There  are  no  production  restrictions  on  the  1964  crop,  and  it 
is  our  understanding  that  a  considerable  new  acreage  is  being  drained 
and  otherwise  prepared  to  be  planted  to  sugarcane  for  the  first  time 
when  the  planting  season  comes  around  in  August  or  September. 

It  seems  unfair  that  Louisiana  cane  producers  did  not  benefit 
more  from  the  recent  unwarranted  price  rise  in  sugar.  However,  an  essential 
objective  of  the  Sugar  Act  is  to  provide  stable  prices  at  a  level  which  is 
fair  to  both  producers  and  consumers,  and  we  expect  that  prices  will  have 
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returned  to  about  their  normal  level  of  between  6  and  7  cents  a  pound  in 
the  United  States  by  the  time  your  cane  crop  is  harvested  this  fall. 

Current  prices  are  still  somewhat  higher  than  is  warranted  by  the  outlook 
for  plentiful  supplies  in  the  United  States  later  this  year;  and  v;e  expect 
them  to  continue  their  recent  downward  trend,  with  temporary  ups  and  downs, 
of  course,  in  spot  prices. 

iJe  expect  to  take  such  action  as  may  be  required  this  fall  to 
prevent  U.  S.  sugar  prices  from  going  below  their  normal  level  in  order 
to  protect  the  income  of  producers.  The  normal  price  level  is  adequate 
to  make  the  growing  of  sugarcane  profitable;  and,  with  1954  planting  to  be 
free  from  control,  there  is  every  reason  to  believe  the  sugarcane  industry 
in  this  State  will  continue  to  supply  its  share  of  our  national  sugar  needs 
and  add  to  Louisiana’s  farm  income  and  general  welfare. 

Another  agency  novj  housed  in  this  building  --  the  Farmers  Home 
Administration  --  has  greetly  increased  its  assistance  to  Louisiana 
farmers  since  1960.  The  financial  requirements  for  farming  have  been 
increasing  at  an  extremely  rapid  rate  with  greater  mechanization, 
increased  fertilization,  larger  units,  and  the  like.  This  requires 
in  turn  greater  use  of  credit,  which  FHA  provides  for  farmers  who 
cannot  obtain  it  elsevjhere. 

In  fiscal  1963,  FHA  made  a  total  of  4,410  loans  to  Louisiana 
farmers,  totaling  more  than  $20  million.  These  include  farm  operating 
loans  and  emergency  loans. 
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FHA  emergency  loans  went  to  stricken  areas  of  Texas  and 
Louisiana  after  hurricane  Carla  hit  in  1961,  and  various  types  of  USDA 
aid  went  to  Cameron  Parish  after  a  tornado  hit  there  in  1962. 

In  October  of  1961,  when  Louisiana  was  hit  by  a  severe  early 
frost,  FHA  came  to  the  assistance  of  cotton  farmers  who  had  seen  much 
of  their  crop  destroyed.  Tii;enty-two  parishes  were  declared  eligible 
for  emergency  loans  and  a  total  of  1,060  loans  were  made  for  $3,197,020. 

FHA  stands  ready,  as  always,  to  be  of  financial  assistance 
when  needed  in  emergencies  like  these  in  Louisiana  or  any  other  place. 

Another  occupant  of  this  fine  building  is  the  State-Federal 
Statistical  Reporting  Service,  an  agency  that  has  been  a  part  of  the 
Department  of  Agriculture  since  its  founding  a  century  ago. 

Over  the  years,  the  Statistical  Reporting  Service  has  developed 
into  a  nationwide  service  that  distributes  periodic  and  timely  reports 
on  a  vast  array  of  crops  and  livestock  items.  In  the  complex  and  highly 
competitive  world  in  which  we  live,  thefarmer  cannot  operate  effectively 
without  being  fully  informed  about  crop  prospects,  marketing  conditions 
and  consumption  trends.  The  Federal  and  State  Governments,  cooperating 
together,  provide  the  farmer  with  an  economic  intelligence  service  he 
could  not  provide  himself. 

The  office  here  in  Alexandria  puts  out  some  253  reports  each 
year  concerning  the  acreage,  yield,  and  production  of  crops,  numbers  of 
livestock,  prices  of  farm  products,  and  a  wide  range  of  items  relating 
to  the  agricultural  economy. 
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This  information,  based  on  reports  provided  by  competent  and 
public-spirited  farmers  throughout  Louisiana,  gives  producers  the  facts 
they  must  have  to  plan  production  intelligently  and  market  their  crops 
efficiently  and  with  profit. 

Someone  once  remarked  that  statistics  are  often  used  in  the 
manner  that  a  drunk  uses  a  lamp  post;  that  is,  "for  support  rather  than 
for  light".  Perhaps  this  is  sometimes  true,  but  the  cotton,  rice  and 
sugarcane  growers,  dairymen,  livestock  producers  and  general  farmers 
of  Louisiana  long  ago  learned  that  honest  and  reliable  statistical 
information  can  be  turned  into  cash. 

The  fourth  agency  housed  in  this  new  headquarters  building  is 
the  Soil  Conservation  Service. 

This  year  is  a  milestone  in  the  soil  and  water  conservation 
movement  in  Louisiana.  It  is  the  25th  anniversary  of  the  establishment 
of  the  first  soil  conservation  district  in  the  State.  Today,  the  State 
is  97  percent  covered  by  districts.  And  Louisiana  has  a  leader  in 
soil  and  water  conservation  whose  influence  is  felt  throughout  the 
nation.  Marion  S.  Monk,  Jr.,  of  Batchelor,  is  President  of  the  National 
Association  of  Soil  and  Water  Conservation  Districts. 

Next  month,  the  Louisiana  Bankers  Association  and  the  Louisiana 
Association  of  Soil  Conservation  Districts  will  sponsor  their  ninth 
conservation  tour  to  see  farming  in  other  States  and  at  the  same  time 
to  sell  Louisiana  to  other  parts  of  the  country. 

The  people  of  Louisiana,  like  the  people  of  other  States,  have 
found  that  soil  and  water  conservation  not  only  has  healed  eroded  land 
and  helped  prevent  floods,  but  has  been  a  boon  to  business  and  tOT-mspeople . 
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The  Upper  West  Fork  of  Cypress  Bayou  small  watershed  project 
in  Bossier  Parish  is  a  good  example.  The  rural  people  joined  forces 
with  the  people  of  Plain  Dealing  to  attack  their  flood  problems.  They 
built  three  reservoirs  for  flood  protection  for  the  town  and  fertile 
valley  lands.  One  was  enlarged  for  fish  production  and  recreation. 

Another  was  enlarged  to  store  water  for  the  town  and  future  industry 
and  for  recreation.  The  town  has  purchased  60  acres  of  land  around  the 
two  reservoirs  for  access  and  public  recreation.  The  lakes  are  attracting 
people  for  swimming,  boating,  picnicking,  and  fishing.  The  town's  mayor 
said  it  was  the  best  thing  that  has  ever  happened  in  the  community. 

The  Soil  Conservation  Service,  using  the  basic  concept  of 
crop  rotations,  has  helped  raising  crawfish  in  flooded  rice  fields  to 
become  an  important  seafood  industry  in  Louisiana. 

The  1962  Economic  Development  Program  Report  for  St.  Martin 
Parish  stated: 

"The  volume  of  crawfish  caught  commercially  in  the  parish 
during  1962  amounted  to  2,218,000  pounds,  having  a  value  of  approximately 
$463,000.  There  are  15  wholesale  establishments  handling  crawfish  in 
the  parish.  The  number  of  people  employed  in  the  industry,  including 
fishing,  processing,  and  distribution,  is  about  200.  There  are  about 
10  crawfish  farms  that  are  cultivating  and  harvesting  crawfish.  It  is 
estimated  that  about  500  people  fished  and  caught  approximately  700,000 
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pounds  for  their  own  use  and  recreation.  The  total  value  of  the  crawfish 
crop  in  the  parish,  including  labor  income,  middleman's  profit  and  value 
of  volume  used  at  home  is  $753,600.” 

So  you  can  see  that  raising  crawfish  has  some  real  possibilities. 

The  benefits  of  soil  and  water  conservation  extend  to  people 
in  all  walks  of  life  --  in  cities  as  well  as  on  farms. 

City  planners,  highway  departments,  utility  engineers,  builders 
and  others  find  they  are  saving  tremendous  amounts  of  money  by  using 
soil  surveys  made  by  SCS.  A  comparison  of  two  airports  built  in  the 
same  area  is  a  good  example.  One  airport's  runways  required  only  16 
inches  of  concrete.  The  other  airport  has  patches  of  soil  which  pack 
so  poorly  that  36  inches  of  concrete  were  required. 

I  could  go  on  and  on  with  similar  examples  of  the  work  of 
the  Soil  Conservation  Service  and  its  benefits  to  the  people  of 
Louisiana  and  America. 

But  this  could  apply  to  all  16  of  the  Department  of  Agri¬ 
culture's  agencies.  And  I  have  spoken  long  enough.  Let  it  be 
sufficient  to  say  that  we  in  the  Department  are  proud  of  our  agencies, 
proud  of  our  talented,  hard-working  people  and  the  job  they  do.  The 
Department  of  Agriculture  has  a  magnificent  record  of  accomplishment 
over  the  past  100  years.  Today,  it  is  rendering  greater  service  to 
more  people  than  ever  before. 
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The  carping  critics  who  make  American  agriculture  and  the 
farmer  the  butt  of  so  much  scornful  criticism  see  only  the  troubles 
of  the  moment  --  the  surface  manifestations  of  difficulties.  They 
lose  sight  of  the  main  stream  of  agricultural  policy  and  accomplishm.ent 
which  has  succeeded  through  the  years,  and  is  succeeding  so  magnificently 
today,  in  its  central  purpose  of  providing  plentiful  supplies  of  food 
and  fiber  at  reasonable  prices. 

Uith  all  our  ups  and  downs,  the  agricultural  policies  of  the 
United  States  represent  one  of  the  greatest  success  stories  for  govern¬ 
mental  policies  in  all  human  history.  These  policies  are  rolling  on 
today  like  the  mighty  river  which  passes  not  so  far  from  this  city. 

They  will  go  on.  When  those  of  us  who  now  temporarily  have  the  privilege 
of  defending  them,  and  those  who  now  seek  to  undermine  and  destroy  them, 
will  have  long  since  passed  from  the  scene,  our  basic  agricultural 
policies  will  continue.  This  nation,  having  found  the  key  that  unlocks 
the  abundance  of  nature  to  serve  human  needs,  is  not  going  to  throw  the 
key  away. 

As  we  defend  the  gains  we  have  made,  and  move  on  tov;ard  an 
even  stronger  agriculture,  I  am  confident  that  the  people  who  serve 
in  this  building  will  meet  their  full  share  of  the  responsibility  with 
a  high  purpose  and  a  buoyant  spirit. 
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5'  U.  S.  DEPARTMENT  OF  AGRICULTURE 
OFFICE  OF  THE  UNDER  SECRETARY.,  . 

(Excerpts  from  a  talk  by  Under . Secretary  of  Agriculture  Charles  S.  Murphy  at  a 
conference  of  Virginia  Agricultural  Stabilization  and  Conservation  (ASC)  County 
Committeemen  and  County  Office  Managers  in  Roanoke,  July  l6,  I963). 

It  goes  without  saying  that  we  are  greatly  concerned  about  the  future  income 

of  wheat  producers  and  are  doing  everything  within  our  power  to  -undergird  it. 

The  1964  feed  grain  program  takes  on  even  greater  significance  because  of  its 

influence  on  wheat  production  and  income.  We  are  giving  it  our  most  careful  and 

serious  attention  so  as  to  make  it  as  effective  as  possible  in  keeping  all  grain 

production,  including  wheat,  within  manageable  levels  next  year. 

Greatly  expanded  production  in  1964  would  seriously  depress  wheat  prices.  A 

huge  over- supply  of  wheat  could  put  a  damper  on  overall  farm  income.  Every 

practical  method  to  prevent  this  from  happening  is  being  explored. 

The  voluntary  feed  grain  program  will  do  much  to  stabilize  production  of 

grains  in  1964  and  moderate  the  wheat  price  decline.  During  its  three  years  of 

operation,  this  popular  program  has  successfully  pulled  feed  grain  production 

below  utilization  and  reversed  a  10-year  buildup  trend  in  feed  surpluses. 

Most  wheat  producers  also  produce  feed  grains. .. .barley  in  the  Northwest  and 

Northern  Great  Plains ...  grain  sorghum  in  the  Southwest. .. .and  corn  in  the  Midwest 

and  East.  Thus,  many  of  them  are  eligible  to  participate  in  next  year's  voluntary 

feed  program. 

The  Department  is  aiming  at  provisions  that  will  provide  as  strong  an  in¬ 
centive  as  possible  to  encourage  the  combination  wheat-feed  grain  producers, 
particularly  in  the  major  wheat-producing  areas,  to  participate.  One  measure  beinf 
considered  is  a  step-up  in  payment  rates  for  diverting  acreage  from  feed  grain 
production  to  a  conserving  use.  Particular  emphasis  might  well  be  put  on  maximimi 
acreage  taken  out  of  production  per  farm  through  liberalization  of  payment  rates 
for  higher  acreage  diversions. 
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The  program  daring  the  past  three  years  has  brought  about  remarkably  stable 
feed  grain  prices.  During  the  past  weeks,  prices  have  moved  upward  to  the  highest 
levels  in  several  years  as  the  acciamulated  surpluses  are  being  worked  off  as  a 
result  of  the  better  relationship  between  feed  grain  production  and  needs.  Par¬ 
ticipation  next  year  at  the  high  levels  of  the  previous  three  years  of  the  program, 
or  even  higher  levels,  will  continue  to  exert  a  beneficial  influence  on  feed  grain 
prices  and  soften  the  decline  in  wheat  prices. 

While  we  haven’t  made  up  oiir  minds  on  all  of  the  features  to  offer  in  the 
1964  feed  grain  program,  we  are  working  toward  an  announcement  of  at  least  the 
main  provisions  at  an  early  date.  Plowing  for  the  1^6k  fall  wheat  crop  has  already 
started  in  some  sections  of  the  country  and  producers  want  to  know  what  to  plan  on. 
One  thing  we  definitely  will  try  to  do:  We  will  try  to  give  farmers  a  feed  grain 
program  for  1964  with  just  as  few  changes  as  possible  from  I963.  I  suspect  you 
committeemen  will  applaud  this  aim,  too.  We  all  appreciate  that  fewer  year-to- 
year  changes  mean  less  confusion  and  greater  satisfaction  with  the  program  on  the 
part  of  farmers. 

Without  a  feed  grain  program,  unchecked  production  would  push  prices  to 
disastrously  low  levels  for  wheat  as  well  as  feed  grains.  Some  estimates  place 
this  as  low  as  75-80  cents  per  bushel  for  corn  and  85-90  cents  per  bushel  for  wheat. 

With  a  feed  grain  program  as  there  will  be  for  1964,  corn,  grain  sorghum, 
barley  and  other  feed  prices  should  be  near  price-support  loan  levels.  Wheat,  if 
production  does  not  go  wild,  should  be  in  a.  reasonable  relationship. 

Income  of  participating  wheat-feed  grain  producers  will  also  be  bolstered 
through  the  payments  made  for  taking  feed  grain  acreage  out  of  production  in  1964. 

One  of  the  successful  features  of  the  feed  grain  program  continues  to  be  the 
maintenance  of  normal  acreage  devoted  to  conserving  uses  on  participating  farms. 
This  has  prevented  the  drift  of  land  already  in  a  conserving  use  to  other  crops. 
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The  feed  grain  program  through  this  provision  offers  wheat  producers  a  guide  to 
keep  their  wheat  acreage  within  reasonable  bounds. 

As  to  wheat  itself,  some  people  have  recently  evidenced  what  seems  to  be 
unwarranted  surprise  concerning  two  legislative  provisions  relating  to  wheat 
acreage  allotments  that  have  been  in  effect  for  several  years. 

In  1957  and  1958^  laws  were  enacted  relating  to  the  computation  of  future 
wheat  acreage  allotments. 

These  laws  altered  the  previous  practice  under  which  a  farm  on  which  acreage 
exceeded  the  allotment  received  credit  for  the  entire  harvested  acreage  for  the 
year  in  determining  future  allotments. 

Under  the  legislative  provisions  enacted  some  five  or  six  years  ago,  the  farm 
wheat  history  is  the  allotment  if  the  acreage  allotment  is  exceeded. 

In  contrast,  farmers  who  plant  within  their  allotments  get  credit  not  only 
for  acreage  harvested  but  also  for  acreage  diverted  under  the  allotment  program. 

This  takes  on  added  importance  in  view  of  the  extent  of  diversion  credit 
which  nationally  is  almost  equal  to  wheat  acreage.  The  1964  wheat  allotments  were 
determined  from  a  base  of  about  77  million  acres,  which  includes  both  wheat  and 
diversion  history. 

Thus  over  a  period  of  years  (except  in  the  case  of  small  farms)  the  producer 
who  exceeds  his  allotment  will  accumulate  a  smaller  acreage  history  than  the  farme 
who  plants  within  his  allotment.  The  result  will  be  a  smaller  allotment  in  future 
years.  The  1964  acreage  will  affect  1966  allotments  if  they  are  in  effect. 

The  other  longstanding  legal  provision  applies  to  wheat  production  on  farms 
with  acreage  in  the  Conservation  Reserve  of  the  Soil  Bank.  This  Act  put  into  law 
in  1956  provides  that  "no  person  shall  be  eligible  for  payments  or  compensation 
under  this  title  with  respect  to  any  farm  in  which... the  wheat  acreage  on  the 
farm  exceeds  the  larger  of  the  farm  wheat  acreage  allotment ...  or  fifteen  acres..." 
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Even  through  wheat  marketing  quotas  were  disapproved  by  wheat  producers  and  | 
will  not  be  in  effect  in  1964,  legal  provisions  require  that  acreage  allotments 
based  on  a  national  allotment  of  49*5  million  acres  shall  be  in  effect  for  wheat. 
Acreage  allotments  are  a  condition  of  eligibility  for  wheat  price  support  which  as 
required  by  present  law  shall  be  at  50  percent  of  parity  or  about  $1.25  per  bushel 
when  producers  disapprove  marketing  quotas. 

Land  use  adjustment  continues  to  be  one  of  the  most  necessary  parts  of  the 
farm  program. 

We  have  more  cropland  than  we  need  to  meet  demand  for  farm  products.  This 
is  true  for  the  immediate  future  and  it  also  seems  to  be  true  on  up  to  19^0,  which 
is  about  as  far  ahead  as  economists  are  willing  to  venture  in  making  estimates. 

This  Administration  wants  to  find  uses  for  the  extra  cropland  that  will  return 
some  income.  We  are  committed  to  the  goal  of  expanding  the  national  economy  rather 
than  shrinking  it,  and  we  therefore  do  not  want  to  put  into  "cold  storage"  any  ^ 
productive  resources  that  can  be  used. 

That  is  why  the  pilot  program  for  cropland  conversion  aims  at  finding  good 
ways  to  use  rather  than  to  idle  the  cropland  which  is  not  now  needed  for  crops. 

As  you  know,  a  major  immediate  problem  confronting  us  is  the  possibility  that 
cropland  which  has  been  under  Conservation  Reserve  contracts  will  come  back  into 
crop  production.  The  minimimi  objective  of  the  Cropland  Conversion  Program  is  to 
provide  income-producing  uses  for  as  much  land  as  would  go  into  crop  production 
when  it  comes  out  from  Conservation  Reserve  contracts.  The  Administration  has 
recommended  legislation  for  this  purpose,  and  we  are  hopeful  that  it  will  soon 
be  enacted. 

Nearly  25  million  acres  are  under  Conservation  Reserve  contracts.  At  the  end 
of  this  calendar  year,  contracts  are  due  to  e2q)ire  on  about  7  million  acres,  in¬ 
cluding  about  700,000  acres  on  which  contracts  were  renewed  for  one  year  under  the 


(more ) 


USDA  2375-63 


-  5  - 


land  use  adjustment  program  authorized  by  Congress  last  year. 

All  the  rest  of  the  25  million  acres  will  be  released  by  the  end  of  1970. 

On  the  basis  of  experience  and  study^  the  Administration  is  satisfied  that  the 
Cropland  Conversion  Program  is  a  better  approach  to  the  cropland  problem  than  was 
the  so-called  Soil  Bank  approach.  We  are  also  satisfied  that  it  is  badly  needed 
as  a  companion  program  with  the  feed  grain  program  and  the  acreage  allotment  and 
marketing  quota  programs  which  permit  diversion  of  cropland  to  conserving  uses. 

The  Cropland  Conversion  Program  has  the  advantage  of  costing  much  less  per 
acre  than  the  Conservation  Re serve --perhaps  less  than  half  as  much.  And  by  keepin 
this  land  producing  income  instead  of  merely  absorbing  tax  funds,  it  helps  the 
economy.  Besides  offering  these  advantages,  it  promotes  sound  conservation  of 
resources. 

Fortunately,  there  are  some  good  uses  for  land  we  do  not  need  in  crops. 

Here  in  Virginia  you  have  witnessed  a  good  deal  of  interest  among  farmiers  in 
using  the  Cropland  Conversion  Program  to  help  develop  income-producing  recreation 
projects.  Demand  for  outdoor  recreation  for  our  growing  population  is  an  economic 
factor  working  on  the  side  of  the  land  owner. 

Furthermore,  grass  and  trees  offer  the  possibility  of  income  from  cropland. 
People  like  to  eat  beef  when  they  can  afford  it,  and  the  growing  population  should 
make  an  increased  market  for  it.  A  recent  estimate  indicates  that  the  growing 
demand  for  beef  will  require  an  increase  in  grazing  land  of  at  least  l4  million 
acres  a  year  between  now  and  1970. 

No  possibility  for  economic  use  of  ci’opland  will  be  overlooked  if  we  can 
help  it. 
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I  am  very  happy  to  be  with  you  today  as  you  celebrate  the  Philadelphia 


)?43 

Council's  50th  anniversary  of  Scouting. 


It  is  a  great  privilege  for  me  to  have  the  opportunity  of  presenting  to 
the  Philadelphia  Council  the  Gold  Seal  Conservation  Award  of  the  Department  of 
Agriculture  for  the  most  outstanding  conservation  achievement  of  all  Councils  of 
Boy  Scouts  in  the  United  States  in  I962. 


,  Scouting  teaches  that  America's  natural  resources  are  a  precious  heritage. 

:  i 

It  is  most  fitting,  therefore,  that  years  ago  someone  with  great  wisdom  set  aside 
Treasure  Island  to  be  used  perpetually  by  Boy  Scouts.  That  decision  and  the  guidana 
that  has  directed  the  wise  use  of  its  natural  resources  for  50  years  have  made  it 
possible  for  us  to  enjoy  Treasure  Island  today.  I  understand  that  it  is  now  the 
oldest  Scout  camp  in  continuous  use  in  the  United  States. 


The  Philadelphia  Coiancil's  conservation  objectives  and  long-range  land- 
use  plans  for  Treasure  Island,  the  Hart  Scout  Reservation  Area,  and  other  camp 
property  will  make  it  possible  for  Scouts  to  continue  to  enjoy  and  use  these  natural 
resources.  It  is  for  this  reason  that  the  Philadelphia  Council  was  selected  as  the 
first  recipient  of  the  Department's  Gold  Seal  Conservation  Award  to  Boy  Scout 
Councils. 


This  award  reads  as  follows: 

For  OUTSTANDING  CONSERVATION  ACHIEVEMENTS  The  UNITED  STATES  DEPARTMENT 
OF  AGRICULTURE  Honors  PHILADELPHIA  COUNCIL  Boy  Scouts  of  America. 


Remarks  by  Under  Secretary  of  Agriculture  Charles  S.  Miirphy,  in  presenting  the 

Department's  GOLD  SEAL  CONSERVATION  AWARD  to  the  Philadelphia  Council,  Boy  Scouts 
of  America,  Philadelphia,  Pa.,  at  its  observance  of  50  years  of  Scouting  on  Camp 
Treasure  Island  in  the  Delaware  River,  July  I8,  5:00  P.M.  (EDT). 
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Through  their  exceptional  contributions  to  the  conservation  of  natuj?al 
resources,  the  Boy  Scouts  and  their  leaders  in  this  Council  are  helping 
to  protect,  improve,  and  use  wisely  our  heritage  of  soil,  water,  forests, 
grasslands,  and  wildlife,  to  the  end  that  America  may  continue  to  be  a 
land  of  abundance  and  a  pleasant  place  in  which  to  live* 

•  fsf  Orville  L.  Freeman 

Secretary  of  Agriculture 

To  underline  the  significance  of  this  achievement,  I  would  like  to  talk 
to  you  a  little  about  how  important  conservation  has  become  and  how 'well  we  are 
doing  with  it.  You  will  remember  thdt  when  white  men  first  came  to  this  country 


there  seemed  to  be  a  limitless  amount  of  rich  land  and  virgin  forests  and  pure  water. 
As  the  country  was  settled,  the  forests  were  cleared  away  —  and  trees  were  burned 
to  get  them  out  of  the  way.  The  land  was  plowed  up  and  cultivated.  For  a  while, 
it  produced  abundantly,  but  all  too  often  the  rich  topsoil  soon  began  to  wash  away. 


Eventually,  many  worn  out  farms  were  abandoned,  and  the  farmers  moved  on 
to  settle  new  land.  This  process  continued  as  the  country  became  more  and  more 
thickly  settled,  until  all  of  a  sudden  --  some '50  years  ago  --  this  country  began 


to  wake  up  to  the  fact  that  it  faced  a  very  serious  danger  --  the  danger  of  not 
being  able  to  produce  enough  food  to  eat.  That  could  be  very  serious.  This  pre- 
cious  layer  of  topsoil  that  covers  our  land  is  what  keeps  us  alive,  and  far,  far 
too  much  of  that  was  washing  away  with  every  rain  that  fell.  Moreover,  the  supplies 
of  timber  that  had  once  seemed  so  endless  were  beginning  to  run  short.  Here  we 
were  —  getting  more  and  more  people  in  the  country  every  day  and  losing  more  and 
more  of  the  natural  resources  needed  to  keep  them  alive. 


Fortimately,  there  were  people  who  had  sense  enough  to  see  that  this 
would  never  do,  and  something  had  to  be  done  about  it.  Something  was  done  —  a 
widespread  and  sustained  conservation  movement  was  begun.  The  Federal,  State  and 
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local  governments  began  to  work  with  private  landowners  to  conserve  the  soil  and  the 
water  and  the  timber.  These  governments  also  began  to  set  aside  publicly-owned 
lands  to  be  conserved  for  the  benefit  of  all  the  people. 

This  conservation  movement  has  been  growing  and  growing.  Today,  we  can 

say  confidently  and  thankfully  that  the  tide  has  been  tiurned.  There  is  much  that 

‘  J 

remains  to  be  done,  and  always  will  be;  but  now  we  know  that  we  have  the  will  and 
the  know-how  to  do  it.  When  you  fly  over  the  face  of  i\merica  today,  you  don’t  see 
as  much  erosion  as  you  would  have  some  years  ago.  America  is  well  on  the  way  to 
becoming  green  again. 

This  marvelous  and  important  job  of  conservation  is  an  interest  the  USDA 
shares  very  keenly  with  the  Boy  Scouts  of  America.  While  we  are  expressing  oior 
gratitude  to  you  for  your  achievements,  I  would  like  to  take  the  opportunity  to 
tell  you  some  of  the  highlights  of  the  Department's  activities  in  this  field. 

'  >1  s-il- 

The  Department  of  Agriculture  is  not  just  an  agency  down  in  Washington. 

It  has  offices  in  every  county  in  the  United  States  and  in  every  major  city,  as 
well  as  in  some  85  foreign  countries.  It  performs  many  useful  se:^ices  for  city 
people  as  well  as  for  rural  people,  for  consumers  as  well  as  for  farmiers,  for  the 
people  who  eat  food  as  well  as  for  the  people  who  produce  it. 

We  have  16  separate  agencies  in  this  big  Department,  and  one  of  the  most 
important  of  these  agencies  is  the  Soil  Conservation  Service.  ' 

The  work  of  this  agency  is  one  of  the  big  reasons  today  why  America  is 
becoming  green  again,  with  forest  land  and  grass  land  now  covering  hills  and  gulley. 
that  once  were  rocky  and  dusty  and  barren. 


(more ) 
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You  ebould  know  something  of  the  work  of  the  Soil  Conservation  Service, 
because,  in  addition  to  working  with  the  farmers  of  America,  this  agency  also  has 
worked  closely  with  your  own  organization  —  the  Boy  Scouts  of  America  --  for  many 

'  i  i, 

years. 

In  cooperation  with  the  Soil  Conservation  Service,  farmers  throughout  the 
Nation  have  organized  what  are  known  as  soil  consei*vation  districts.  Our  part  of 
this  program  is  to  provide  these  farmers  with  technical  help. 

We  also  share  in  the  cost  of  soil  conservation  practices,  including  small 
watershed  projects  where  dams  are  built  to  create  ponds  and  lakes  that  hold  back 
the  water  in  times  of  flood  and  prevent  soil  erosion. 

In  the  Soil  Conservation  program  --  really  a  farmer-government  partner¬ 
ship  —  we  recognize  the  farmer’s  responsibility  for  protecting  and  improving  his 
own  land.  But  we  also  recognize  the' public's  responsibility  for  bearing  its 
share  of  the  cost. 

.  :  ■  •  J 

Farmers  are  helped  to  grow  grasses  and  trees  on  their  land  and  to  improve 
what  we  call  vegetative  cover  —  that  is  plant  life  timber  and  crops.  They 
build  small  dams  for  water  storage. 

Floods,  erosion  and  water  shortages  go  hand  in  hand.  They  do  not  stop 
at  property  boundaries  or  county  lines.  They  affect  everybody  in  a  watershed  -- 
all  the  people  who  live  and  work  in  a  given  drainage  area. 

That  is  why  whole  watershed  projects  were  developed  --  community- sized 
projects,  ranging  frcm  a  few  square  miles  to  about  400  square  miles. 


(more ) 
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These  watershed  programs  not  only  prevent  floods  and  thereby  conserve 
the  soil  from  erosion,  they  also  develop  water  supplies  for  agricultural,  municipal, 
industrial,  wildlife  and  recreational  uses. 

These  watershed  projects  are  developing  rapidly  in  the  small,  upstream 
watersheds  of  rural  America,  where  more  than  half  our  flood  damage  occurs,  and 
where  the  little  waters  become  the  big  waters  that  also  make  the  headlines  in  the 
city  newspapers  when  there's  a  flood  on  the  Ohio  or  the  Missouri,  or  the  Delaware, 
or  the  Mississippi,  or  any  of  our  great  river  basins. 

Eoy  Scout  officials  in  many  areas  have  worked  closely  with  the  Soil 
Conservation  Service  in  developing  land  use  and . conservation  plans  for  many  of 
their  permanent  camps.  These  areas  have  been  developed  for  camping,  fishing, 
swimming,  canoeing,  wildlife,  nature  and  plant  study. 

This  soil  and  water  conservation  prog^ram  has  added  thousands  of  acres  of 
water  surface  throughout  the  countryside  and  is  doing  much  to  make  America  green 
again. 

A  good  example  of  a  small  watershed  development  and  its  benefits  may  be 
seen  at  Culpeper,  Virginia,  where  for  years  the  people  either  had  floods  or  droughts^, 
and  had  no  adequate  year-round  water  supply. 

Water  troubles  not  only  were  causing  damage  in  times  of  flood,  but  in 
times  of  drought  the  lack  of  water  waS:  pinching  off  Culpeper's  chances  for 
commxmity  and  industrial  growth. 

The  people  got  busy,  the  Soil  Conservation  Service  cooperated,  and  today 
there  is  a  different  --  and  brighter  --  picture  in  Culpeper. 


(more ) 
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On  the  email  -watershed  project  there,  three  dams  were  built  over  a 
mountain  stream  to  conserve  the  water.  Floods  have  been  brought  under  control  in 
times  of  wet  weather,  and  there  is  soi  adequate  a^d  stable  supply  of  water  assured 
for  the  town's  use,  t.- 

One  of  the  three  dams  has  impoimded  a.  sizeable  lake  that  makes  water 
available  for  storage  and  at  the  same  .time  affords  a  new  recreation  spot  — 
Culpeper's  first  public  park.  The  adequate,, water  supply  has  made  it  possible  for 
three  new  industries  to  locate  in  Culpeper,;  creating  400  more  new  jobs  in  that 
community.  The  water  supply  also  has  made  possible  the  construction  of  a  new 
hospital  there. 

' .  .  I  t 

.  .f 

Another  Soilt- Conservation  Seirvice  program  is  out  west  in  what  we  call 
the  Great  Plains  Conservation  Program,  helping  .to  conserve  soil  and  scarce  water 
supplies  in  that  area,  .t;:.-,-  -  .-r,  ■■ 

'  Another  Department  pf  -Agriculture  program  is  what  we  call  the  ACP  — 
or  the  Agricultural  Conservation  Program. 

Under  this  ACP  program,  extensive  acreages  of  cropland  have  been  shifted 
to  other  uses.  More  than  three  million  acres  of  land  have  been  shifted  to  forestry 
plantings  and  95  million  acres  to  vegetative  cover  under  ACP.  All  of  these  re¬ 
present’  long-term  conversions  of  farmland  away  from  the  production  of  surplus 
commodities  to  conservation  practices, 

‘  More  than  a  million  farm  ponds  have  been  constructed  with  aid  from  this 
program,  and  during  the  last  five  years  alone  about  30  million  acres  of  farml^d 
have  received  ACP  assistance  for  long-term  grass,  legume  and  tree  cover. 

USDA  2399-63' 
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This  program  is  administered  by  another  big  agency  of  the  Department 
of  Agriculture.  It  is  the  Agricult\iral  Stabilization  and  Conservation  Service. 

So,  you  see,  the  theme  of  conservation  runs  throughout  many  of  the 
Department's  activities.  " 

Another  big  one  is  the  Forest  Service.  In  fact,  the  Forest  Service  is 
the  largest  of  all  the-'l6  USDA  agencies.  And,  since  Boy  Scouts  love  to  get  out  in 
the  woods  and  forests,  it  is  an  agency  in  which  I  am  sure  you  will  be  interested. 

You  know,  every  man,  woman  and  child  in  the  United  States  owns  one  acre 
of  national  forest  land.  That  is  one  way  of  saying  that  every  citizen  owns  a 
share  in  the  l86  million  acres  of  the  national  forest  system  administered  by  the 
Forest  Service.  These  lands  cover  291,000  square  miles  and  are  located  in  4l 
states  and  Puerto  Rico.  '  ‘ 

If  the  National  Forests  were  all  put  together,  they  would  cover  all  of 

r.,  •  ; 

New  England,  plus  New  York,  Pennsylvania,  New  Jersey,  Maryland,  Delaware,  Virginia 
North  Carolina  and  half  of  South  Carolina.  That's  a  lot  of  land. 

Our  wildlife  as  well  as  our  timber  is  being  preserved  in  these  National 
Forests,  and  they  provide  a  wonderfiil  source  of  recreation  for  millions  of 
Americans,  and  especially  for  many  thousands  of  Boy  Scouts. 

TV'fenty-four  million  people  hunted  and  fished  in  the  National  Fojrests  in 
1962.  They  contain  8l,000  miles  of  fishing  streams  and  two  million  acres  of  lakes 
Just  about  every  type  of  big  game  animal  in  America  can  be  found  there:  deor,  elk 
moose,  antelope,  bear,  mountain  goat,  bighorn  sheep,  and  European  wild  boar. 


(more ) 
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You  know,  there  is  a  lot  of  agitation  to  preserve  America’s  remaining 
wilderness  these  days,  but  the  Forest  Service  has  been  preserving  wilderness  for 
more  than  30  years.  As  a  result  of.rForest  Service  policies  going  back  as  far  as 
192k,  areas  that  were  chiefly  valuable  as  wilderness  were  set  aside  for  that  purpose 

This  is  one  reason  why  .there  actually  is  more  wild  game  in  America  today 
than  there  was  when  the  white  man  first  s,^t  foot  on  these  shores. 

Of  the  24  million  sportsmen  who  visited  the  National  Forests  in  19^2, 
about  ei^t  and  a  half  million  were,  hunters  who  bagged  about  700,000  big  game 
animals  and  many  more  small  game, .waterfowl  and  upland  game  birds. 

Last  year  the  American  people  made  a  total  of  113  million  recreation 
visits  to  the  National  Forest,  and  I  am  sure  that  a  big  percentage  of  these  visits 
were  made  by  Boy  Scouts  like  yourselves. 

In  addition  to  our  soil  conservation  program,  AGP  and  the  Forest  Service, 

1,  ' ■  ^ j  ■'  .  f f> 

we  are  now  on  the  threshold  of  conserving  additional  land,  much  of  it  near  big 

■■'11  •  .  •  ■  V 

cities  like  Philadelphia,  for  future  recreational  use  through  cropland  conversion. 

This  is  a  program  we  are  starting  to  shift  farmland  from  the  production  of 
crops  to  recreational  purposes. 

One  of  the  hopeful  aspects  of  this  is  that  we  can  make  more  land  available 

'  I  - 

for  this  purpose  near  big  cities,  where  crowded  city-dwellers  need  to  get  out  in 
the  woods  and  on  the  lakes  and  streams  that  are  serene  and  peaceful  areas,  yet 
not  too  far  away. 

The  reason  we  are  going  to  be  able  to  do  this  is  that  the  American 
farmers  have  become  so  efficient  that  they  can  produce  more  than  enough  crops  for  ( 
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all  of  us.  And  at  their  present  rate  of  progress  and  efficiency  they  are  going  to 
he  able  to  do  this  on  50  million  fewer  acres  of  land  than  is  now  available  for 
crop  production. 

This  means  it  is  going  to  be  possible  to  use  50  million  acres  of  con-- 
verted  cropland  for  other  purposes,  one  of  which  will  be  recreation. 

The  Department  of  Agriculture  is  working  hard  to  move  this  land  into 
recreational  uses.  And  if  all  of  us  have  just  got  sense  enough  and  will  work 
together  hard  enough  on  this,  we  can  do  it. 

It  may  even  be  possible  eventually  here  in  the  crowded  East  to  shift 
most  of  our  rural  land  into  recreational  use.  It  seems  to  me  that  it  would  make 
sense  for  us  to  adapt  the  rural  land  around  o\ar  towns  and  big  cities  of  the  east 
for  recreational  use  by  our  growing  population. 

Although  our  vast  National  Forests  contain  so  much  of  our  wilderness, 

; 

our  present  outdoor  recreational  facilities  and  wildlife,  the  individual  farmer 

’  >  ■  'S 

and  land-owner  is  still  the  major  custodian  of  our  American  wildlife  heritage.  How 
he  manages  the  land  and  waters  under  his  control  determines  in  large  part  whether 
wildlife  shall  be  plentiful .scarce  --  and  whether  we  shall  have  in  future  years 
the  green  forests  and  recreational  areas  near  our  cities  that  we  will  want  and 

need,  ..  V.  .-i.. 

We  think  that  these  individual  farmers  and  land-owners  and  the  Department 
of  Agriculture  can  work  together  to  accomplish  this  goal.  And  to  that  end  we  pledg 
our  best  efforts. 

We  know,  too,  that  resource  conservation  has  become  one  of  the  major 
activities  of  the  Boy  Scouts  of  America.  So,  we  feel  that  we  are  in  partnership 
with  you,  too,  in  this  great  conservation  effort. 


(more ) 
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Scouts  have  always  been  interested  in  the  outdoors,  of  course,  for  a  basic 
part  of  Scouting  is  camping  and  learning  to  live  with  nature.  But  in  the  last 
decade  or  so  Boy  Scouts  have  mounted  organized  efforts  in  conservation  and  have 
carried  out  planned  activities. 

Some  of  your  Merit  Badges  in ‘ Conservation  aren^t  very  old.  Among  them 
are  Soil  and  Water  Conservation,  Wildlife,  and  Forestry.  All  of  these  are  major 
activities  of  the  Department  of  Agriculture.  In  fact,  resource  conservation 
accounts  for  Just  about  half  of  our  activities. 

We  are  proud  and  happy  to  have  you  as  our  allies  and  our  partners  in 
this  great  endeavor,  which  we  feel  will  mean  so  much  to  Americans  of  future,  as 
well  as  present,  generations.  We  welcome  your  interest  and  your  support,  and  we 
salute  you  for  this  good  turn  toward  your  fellow  man. 

And  especially  do  we  salute  today  you  Scouts  of  the  Philadelphia  Council 

■■.•-tr-.',  ■■  ■’  •  ■■  ■ 

for  your  exceptional  contributions  to  the  conservation  of  natural  resources.  We 
hail  your  efforts  in  helping  protect,  improve  and  use  wisely  our  heritage  of 
soil,  water,  forests,  grasslands  and  wildlife  to  the  end  that  America  may  con- 
tinue  to  be  a  land  of  abundance  and  a  pleasant  place  in  which  to  live. 

‘S'  •  I  ■  ■ 

And  as  1  present  you  with  this  --  the  United  States  Department  of  ; 

Agricult\ire '  s  GOLD  SEAL  CONSERVATION  AWARD,  on  behelf  of  Secretaiy  Freeman,  may 
I  congratulate  you,  your  staff  members,  the  Scoutmasters  and  counselors,  the 
members  of  your  conservation  committee,  and  the  Boy  Scouts  of  the  Philadelphia 
Council.  And  may  I  thank  you,  on  behalf  of  Secretary  Freeman,  the  Department, 

■'  i 

and,  I  think,  the  people  of  America,  for  what  you  are  doing  in  their  behalf. 
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I  appreciate  the  opportunity  to  he  vn.th  you  today  at  the  annual  meeting 
of  the  Plains  Cotton  Growers,  Inc,  I  have  wanted  to  visit  this  part  of  Texas 
for  a  long  time  because  I  have  heard  so  much  about  it.  Also,  it  is  good  to 
get  away  from  Washington  to  refresh  my  understanding  of  how  things  look  in 
the  parts  of  the  country  where  farming  actually  takes  place.  Although  we  look 
at  our  problems  and  opportunities  from  different  places,  our  objectives  in 
Washington  are  much  the  same  as  yours.  Your  organization  devotes  its 
principal  efforts  to  research,  promotion,  service  to  fa:aners,  and  —  because 
it  is  good  business  —  service  to  consumers.  The  major  activities  of  the 
Department  of  Agriculture  fall  under  these  same  headings. 

The  self-help  program  you  are  undertaking  is  in  the  best  tradition  of 
American  agriculture.  In  the  early  days  of  our  counT;ry,  small  groups  of 
farmers  got  together  for  bam  raisings  and  similar  mutual  undertakings.  You 
have  reached  the  point  today  where  thousands  of  cotton  farmers  in  the  High 
Plains  area  of  Texas,  along  with  the  agri-business  groups  in  the  area,  combine 
efforts  and  work  together  to  improve  your  product,  cut  the  cost  of  its 
production,  and  increase  its  acceptability  to  cotton  consumers. 


Yo'ur  stake  in  this  effort  is  large.  In  the  23  counties  covered  by 
your  organization,  you  produce  more  cotton  than  any  State  other  than  Texas. 
Your  production  in  recent  years  has  been  about  equal  to  the  combined  crops  of 
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North  and  South  Carolina,  Georgia,  and  Alahama,  To  enable  you  to  achieve 
these  results,  you  have  several  important  things  in  your  favor.  Good  soil 
and  available  irrigation  water  are  the  first  two  that  come  to  mind.  But 
you  have  another  blessing  that  some  of  you  may  not  fully  appreciate. 

When  I  was  a  boy  in  eastern  North  Carolina  we  heard  —  "The  boll 
weevil  is  coming."  It  did  come  and  as  a  result  fields  that  had  been  planted 
to  cotton  for  as  long  as  I  could  remember  were  planted  instead  to  com, 
tobacco,  vegetables,  or  just  left  idle.  You  are  quite  fortunate  that  this 
little  insect  does  not  live  through  the  winter  in  your  territory  and  that 
any  summer  visits  he  makes  are  usually  rather  late  in  the  season. 

In  a  discussion  of  farm  programs  and  of  what  we  are  doing  in 
Washington,  it  is  a  good  idea  to  put  our  farm  policy  in  its  proper  per¬ 
spective  by  going  back  to  fundamentals. 

The  U.  S.  Department  of  Agriculture,  strange  as  it  may  seem, 
originated  in  the  Patent  Office.  It  was  moved  out  and  given  independent 
status  101  years  ago.  In  the  beginning,  its  main  function  was  to  spread 
information  among  farmers  —  primarily  about  better  ways  to  farm  and 
increase  production.  That  is  still  one  of  the  main  functions  of  the 
Department  of  Agriculture. 

About  the  time  the  Department  was  established,  payments  to 
State  agricultural  colleges  were  authorized  from  the  proceeds  of  the 
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sale  of  Federal  lands.  Soon  we  had  research  results  coming  in  from  both 
the  Land “Grant  Colleges  and  the  Department  of  Agriculture.  A  remarkable 
and  effective  system  was  worked  out.  Better  methods  and  improved  practices 
were  discovered  through  research  and  then  widely  disseminated  among  farmers 
by  the  Extension  Service.  Many  of  the  improved  methods  of  farming  origiiiated 
with  private  business.  Individuals  with  talent  and  initiative  invented 
and  patented  such  devices  as  the  reaper,  the  combine,  and  the  cotton  picker. 

Perhaps  the  most  remarkable  thing  about  this  whole  process  —  and  the 
most  distinctive  characteristic  of  American  agriculture  —  has  been  the 
rapid  and  widespread  way  new  knowledge  has  been  applied  to  the  actual  opera¬ 
tion  of  American  farms.  The  Extension  Service  made  a  unique  and 
indispensable  contribution  in  this  regard.  But  the  nature  of  the  American 
farmer  himself  has  had  much  to  do  with  it. 

The  American  farmer  is  a  paradox.  In  many  ways,  he  is  among  the 
most  conservative  of  men,  but  in  other  ways  —  in  his  own  business  —  he 
is  a  radical  or  revolutionary.  New  methods?  He  can’t  wait  to  put  them 
into  effect.  Risky  business?  The  farmer  gambles  —  frequently  most 
everything  he  has  —  year  after  year.  And,  incidentally,  the  stakes  for 
the  average  farmer  seem  to  get  higher  year  by  year. 
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The  enterprise  of  American  farmers  and  the  scientific  help  they 
received  from  Government  paid  off  in  a  big  way  in  the  early  days  of  this 
century.  If  I  remember  correctly  —  and  I  was  rather  young  in  those 
days  —  American  farmers  achieved  miracles  of  production  in  World  War  I; 
and  food  helped  win  that  war  —  food  produced  by  American  farmers.  However, 
we  geared  up  to  produce  for  an  outlet  that  would  not  continue  to  exist  on 
the  same  scale. 

While  the  rest  of  the  world  wanted  all  our  farmers  could  grow  during 
the  war  and  in  the  first  few  months  that  followed,  the  picture  soon 
changed.  We  began  to  have  difficulties  with  surpluses.  During  the  1920 's 
there  was  chronic  overproduction.  Prices  of  agricultural  commodities 
fluctuated  widely.  It  was  boom  or  bust  for  the  farmer.  All  too  often  it 
was  bust.  Congress  began  to  look  upon  this  as  a  national  problem  —  began 
to  believe,  quite  correctly,  that  there  could  be  no  solutions  except 
national  solutions. 

Much  of  the  legislation  proposed  but  never  enacted  during  the  '20's 
was  based  on  principles  that  were  incorporated  into  law  later.  In  the 
'30's,  the  basic  pattern  for  dealing  with  agricultural  surpluses  was  set 
by  national  legislation.  The  original  Triple  A  Act  of  1933^  one  of  the 
foundation  stones  of  the  New  Deal,  was  held  to  be  unconstitutional  by  the 
Supreme  Court  on  January  6,  1936.  It  was  followed  by  the  Soil  Conservation 
and  Domestic  Allotment  Act  of  1936  and  by  the  Agricultural  Adjustment  Act 
of  1933.  This  subsequent  legislation  was  upheld  by  the  courts  and  the  basic 
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pattern  was  set.  This  basic  policy  has  had  many  names  —  agricultural 
adjustment,  ever  normal  granary,  supply-management,  etc.  By  whatever  name 
it  is  called,  the  principle  is  that  production  should  be  such  as  will  fill 
the  need  and  provide  an  adequate  reserve  but  not  produce  unneeded  surpluses . 

There  has  been  a  lot  of  marching  up  and  down  the  hill  since  the 
1930 's  —  a  lot  of  talk  about  controls,  about  fines  and  penalties,  even 
about  dictatorship  —  but  the  basic  pattern  for  dealing  with  excess 
production  was  set  then  and  has  been  in  the  law  ever  since. 

The  legislation  of  the  1930 's  has  been  very  helpful.  It  was  well 
thought  out,  and  it  was  flexible.  It  might  have  been  adequate  to  deal 
with  problems  over  the  years  except  for  the  accelerated  rate  of  increase 
in  productivity  in  American  agriculture.  Many  people  talk  about  automation 
and  how  it  throws  people  out  of  jobs,  but  few  people  realize  that  it  is 
in  the  field  of  agriculture  where  automation  is  having  its  greatest  effect. 

I  don't  mean  to  imply  that  push  button  farming  is  either  here  or 
just  around  the  corner.  However,  when  we  compare  the  number  of  man  hours 
required  to  grow  an  acre  of  grain  sorghm  or  produce  a  bale  of  cotton  with 
the  number  of  hours  required  20  or  30  years  ago  we  find  a  rate  of  increase 
in  efficiency  in  agriculture  that  far  exceeds  that  of  Industry. 

This  is  both  good  and  bad.  One  farm  worker  produces  more  food  for 
more  people.  In  1940  he  produced  enough  to  feed  and  clothe  10,  by  1961 
this  figure  was  up  to  26,  for  1963  we  estimate  it  at  29,  and  the  end  is 
not  in  sight.  Also,  on  the  good  side  is  the  fact  that  our  people  eat 
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better  than  ever  before,,  and  the  cost  in  tenns  of  percentage  of  income 
spent  for  food  is  at  the  record  lov  figure  of  19  percent. 

No^7  only  8  percent  of  our  people  live  on  farms  —  and  many  of  them 
are  underemployed  and  underpaid.  Me  must  not  make  the  mistal^e,  hovever 
of  concluding  that  only  8  percent  of  our  people  are  dependent  on  agriculture 
for  a  living.  The  businesses  that  process  and  distribute  the  products 
of  the  farm  --as  veil  as  those  that  supply  the  farmer  vith  his  tools 
of  production  --  employ  many  millions  of  vorkers,  and  even  vithout  counting 
these  people  agriculture  is  and  vill  remain  our  largest  business. 

This  technological  revolution  on  our  farms  has  required  and  vill 
continue  to  require  rapid  adjustments  by  the  agricultural  segment  of 
our  eccnomy.  As  the  adjustments  occur,  ve  have  to  revise  our  farm  pro¬ 
grams  to  keep  pace  vith  nev  conditions  and  nev  problems .  You  may  thinl: 
ve  change  programs  too  often  in  Washington  —  but  vhen  a  fellow  is  riding 
a  tiger,  you  ought  not  to  fuss  vith  him  vhen  he  has  to  change  his  grip. 

We  have  probably  had  more  legislation  for  cotton  than  for 
any  other  commodity.  The  reasons  for  this  are  not  hard  to  see.  It 
is  a  commodity  for  vhich  methods  of  production  have  changed  rapidly, 
it  is  a  commodity  for  vhich  much  production  has  moved  from  the  South¬ 
east  to  the  irrigated  areas  of  the  West,  it  is  a  commodity  vhich 
depends  in  a  large  part  on  foreign  markets,  and  finally  it  is  a 
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coflunodity  vjhich  must  meet  competition  from  both  forcign-grovn  cotton 
and  from  man-made  fibers. 

As  you  may  kno\7^  there  is  nev  cotton  legislation  pending  in 
both  the  House  and  Senate  at  this  time.  The  proposed  legislation  in 
both  Houses  of  the  Congress  is  designed  primarily  to  enable  cotton  to 
compete  more  effectively  vith  synthetic  fibers  in  the  domestic  market 
and  to  mal:e  our  cotton  textiles  more  competitive  vith  foreign  imports. 

If  ve  are  to  have  legislation  for  cotton,  all  groups  must  be  pre¬ 
pared  to  accept  something  less  than  vould  be  ideal  froia  their  standpoint. 
Some  provisions  that  vould  be  good  for  VJestern  cotton  grcn/ers  might  be 
undesirable  to  growers  in  the  Southeast  and  vice  versa.  Also,  provisions 
desired  by  the  cotton  mills  might  be  unsatisfactory  to  gro^;ers .  Further 
there  is  still  the  problem  of  haArilng  legislation  which  is  fair  to  the 
taxpayer.  This  is  another  way  of  saying  that  the  cost  of  any  new  legis¬ 
lation  must  be  carefully  considered  and  must  be  reasonable. 

Even  with  all  of  these  seemingly  diverse  interests  talcen  into 
account,  there  is  good  reason  to  believe  that  with  a  proper  spirit  of 
compromise  on  the  part  of  all  concerned  effective  legislation  can  be 
enacted.  If,  however,  any  one  group  pushes  too  hard  for  its  own 
particular  interests  and  is  not  willing  to  compromise,  then  prospects 
for  nev7  legislation  at  an  early  date  will  be  greatly  diminished  or 
disappear . 
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V/hile  we  are  hopeful  that  cotton  legislation  will  he  passed,  there 
is  little  likelihood  that  Congressional  action  will  he  completed  before 
the  time  fi?:ed  hy  existing  law  for  establishing  the  1964  cotton  acreage 
allotment.  This  is  October  15th.  This  means  it  can  be  expected  that 
before  October  15th  a  national  acreage  allotment  for  1964  will  be 
established  under  the  present  law. 

This  law  provides  as  a  general  rule  that  the  allotment  shall  be 
such  as  the  Secretary  of  Agriculture  estimates  will  result  in  the 
production  of  an  amount  of  cotton  equal  to  the  total  offtake  —  including 
both  domestic  consimption  and  exports.  The  acreage  thus  determined  can  be 
adjusted  upward  by  the  Secretary  if  he  finds  it  necessary  for  the  purpose 
of  providing  an  increased  carryover.  With  a  current  carryover  of  some  11 
million  bales,  there  would  appear  to  be  no  basis  for  making  any  such  upward 
adjustment.  The  law  also  provides  for  downward  adjustments  to  reduce 
excessive  carryover  —  but  with  the  proviso  that  the  national  allotment 
cannot  in  any  case  be  less  than  16  million  acres. 

As  you  know,  the  national  allotment  for  1963  was  this  statutory 
minimiim  of  16  million  acres.  It  now  appears  that  this  will  produce  over 
14  million  bales  of  cotton.  This  is  in  excess  of  our  current  estimates 
of  the  total  offtake  for  this  marketing  year  —  13.8  million  bales.  In 
short,  there  would  seem  to  be  little  choice  under  the  law  except  to  fix 
the  acreage  allotment  for  1964  at  the  same  level  it  has  been  for  1963. 
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One  of  the  major  developments  affecting  this  matter  is  increasing 
yields  per  acre.  The  1961  allotment  was  18.4  million  acres,  and  we 
produced  14.2  million  bales.  For  1962,  the  allotment  was  reduced  to  18 
million  acres,  but  we  produced  500,000  more  bales  of  cotton.  That  helped 
to  account  for  the  3  million  bale  increase  in  carryover.  Then  this  year  — 
even  with  the  16  million  acre  allotment  —  we  expect  to  produce  about  as 
much  cotton  as  we  did  in  1961  when  the  allotment  was  2.4  million  acres 
larger.  The  average  yield  is  expected  to  be  the  highest  in  history  — 

482  pounds  per  acre  —  25  pounds  per  acre  higher  than  last  year. 

These  increased  yields  are  basically  good  —  even  though  they 
complicate  somewhat  our  adjustment  problem.  In  the  long  run,  increased 
efficiency  and  higher  yields  are  good  for  consumers  and  for  farmers. 
Whatever  the  quantity  of  cotton  we  can  use,  it  is  best  to  produce  it  at 
as  low  a  cost  as  possible. 

As  you  know,  one  of  our  hopes  for  making  U.  S.  cotton  more  competi¬ 
tive  vdth  foreign  growths  and  with  synthetic  fibers  is  to  reduce  the  cost 
of  producing  cotton.  The  estimated  increase  in  average  yield  of  25  pounds 
per  acre  from  1962  to  1963  is  equivalent  to  reducing  cost  of  production 
by  more  than  1  cent  a  pound.  This  is  a  very  significant  fact. 

I  want  to  mention  particularly  the  importance  of  our  cotton  exports. 
Normally,  we  export  about  40  percent  of  ovir  cotton  crop.  This  is 
important  to  our  whole  country  in  obtaining  foreign  exchange  —  cotton 
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is  one  of  the  nation's  best  dollar  earners.  It  is  of  especial  importance 
to  cotton  producers  who  must  look  to  exports  for  so  large  a  share  of 
their  markets.  If  it  were  not  for  exports,  instead  of  talking  about  a 
16  million  acre  allotment,  we  might  well  be  talking  about  a  10  million 
acre  allotment. 

Because  of  the  importance  of  the  exports  to  cotton  producers  and  to 
the  whole  country,  the  Government  has  taken  strong  measures  to  maintain 
them,  including  the  payment  of  an  export  subsidy  to  keep  American  cotton 
competitive  in  the  world  market.  For  the  past  two  years,  this  subsidy  has 
been  cents  a  pound.  Notwithstanding  that,  our  exports  in  the  past 
marketing  year  were  disappointingly  low  —  about  3.3  million  bales.  Our 
exports  are  affected  by  many  factors  —  the  weather  in  other  producing 
countries,  general  economic  conditions  all  over  the  world,  swings  in  the 
textile  cycle,  changes  in  inventory  position  among  foreign  mills, 
substitution  of  synthetic  fibers  in  other  countries,  and  the  policies  of 
many  different  Governments  —  all  these  in  addition  to  our  own  pricing 
and  sales  policies. 

The  outlook  for  exports  in  the  current  marketing  year  —  which 
began  August  1st  —  is  much  better.  Already  we  have  sold  more  than  2 
million  bales  of  CCC  stocks  for  export.  Production  in  a  number  of  other 
producing  countries  will  be  down  sharply  —  and  the  outlook  is  for  a  net 
reduction  below  last  year  in  foreign  free  world  production  as  a  whole. 
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Mill  stocks  in  other  countries  are  relatively  low.  Under  our  export  sales 
program,  American  cotton  is  fully  competitive  with  foreign  growths,  and  we 
intend  to  keep  it  that  way.  We  do  have  a  difficult  problem  synchronizing 
the  payment -in-kind  export  payment  program  with  the  export  sales  program 
for  CCC  stocks.  We  have  announced  that  we  plan  to  make  such  changes  in  the 
payment -in-kind  rate  as  are  required  to  move  a  suitable  amount  of  1963  crop 
cotton  directly  into  export  channels  without  cycling  it  through  the  loan. 
Only  experience  can  tell  us  what  changes,  if  any,  will  be  appropriate. 

We  are  watching  the  movement  of  1963  crop  cotton  very  carefully  with  this 
in  mind. 

Finally,  let  me  say  —  although  I  doubt  if  it  needs  to  be  said  to 
this  group  —  that  we  operate  our  farm  programs  in  the  Department  of 
Agriculture  for  the  purpose  of  helping  farmers.  Frequently,  farmers  want 
us  to  do  more  for  them  than  we  are  able  to  do  because  of  limitations  on 
funds  or  otherwise.  This  is  natural  and  understandable.  On  the  other  hand, 
it  is  sometimes  said  by  some  people  that  we  help  farmers  more  than  they 
want  us  to.  I  assure  you  that  we  do  not  wish  to  be  guilty  of  that. 

Anytime  you  want  us  to  let  you  alone,  just  tell  us  so. 

Actually,  I  think  we  understand  each  other  pretty  x-/ell.  I  think  we 
know  something  about  your  problems,  and  you  know  about  ours.  I  think 
you  know  we  are  doing  the  best  we  can  on  your  behalf,  and  I  think  you 
appreciate  it. 
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Nevertheless,  ve  recognize  the  importance  of  keeping  open  lines 
of  communication  between  the  fanners  and  the  Department.  One  of  our  best 
channels  of  communication  is  through  the  farmer  committee  system  that  was 
first  established  in  1933  by  "the  old  Triple  A  Act  and  is  continued  today  in 
the  Agricultural  Stabilization  and  Conservation  Service  of  the  Department . 
These  farmer -elected  committeemen,  who  are  in  daily  contact  with  farmers, 
are  in  an  ideal  position  to  pass  on  to  us  grass  roots  opinion  and  ideas. 

Another  valuable  means  of  communications  available  to  us  is  the 
opportunity  we  have  from  time  to  time  to  talk  to  the  officials  of  organ¬ 
izations  such  as  yours  that  deal  with  commodity  and  regional  problems  of 
agriculture.  Still  another  valuable  means  of  communication  which  we  seek 
to  utilize  to  full  advantage  is  our  commodity  advisory  committees. 

It  has  been  my  privilege  to  work  with  our  Cotton  Advisory  Committee 
rather  closely  during  the  past  two  and  one-half  years.  This  has  been  for 
me  a  very  interesting  and  instructive  experience  —  the  farmers,  the 
ginners,  the  cotton  merchants,  the  exchanges  and  the  cotton  mills  are 
represented  on  this  advisory  committee.  The  producer  representatives 
on  the  Cotton  Advisory  Committee  come  from  all  sections  of  the  Cotton 
Belt,  from  North  Carolina  to  California,  and  represent  varying  points 
of  view,  lie  meet  with  this  advisory  committee  several  times  each  year 
as  new  developments  warrant  additional  meetings.  It  is  fortunate  for 
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all  vho  deal  vith  cotton  that  there  are  outstanding  and  able  men  on  our 
advisory  committee  who  are  willing  to  give  us  their  time  and  advice  in 
helping  with  the  problems  of  the  industry.  Tv;o  of  your  own  people, 

Wilmer  Smith  and  George  Pfeiffenberger ,  are  very  distinguished  and  valuable 
members  of  that  Committee . 

Even  with  the  able  help  of  our  county  committees,  our  State 
committees,  and  our  special  commodity  committees,  the  problem  of  communi¬ 
cation  bet\7een  the  farmer  and  the  Department  of  Agriculture  remains  one 
that  requires  our  constant  attention  and  our  best  efforts.  Recognizing 
this.  Secretary  Freeman  has  just  begun  a  series  of  13  "Report  and  Review" 
meetings  with  faraers  and  other  citizens  of  rural  Aj-ierica.  In  announcing 
these  meetings  the  Secretary  stated; 

"I  intend  to  get  out  and  talk  with  dirt  fanaers  throughout  the 
country.  I  want  to  listen  to  what  farmers  are  saying  and  thinlcing, 
and  to  find  out  what  individual  attitudes  are  toward  the  way  pro¬ 
grams  are  being  administered,  toward  farm  legislation,  and  to\7ard 
the  Department  of  Agricultiire . 

"Hero  in  IJashington,  the  grass  roots  thinliing  from  rural  America 
is  being  drowned  in  a  babble  of  voices.  Farm  organizations  disagree 
as  to  what  the  farmer  is  saying  as  well  as  the  kind  of  program  -- 
or  absence  of  program  --  he  wants.  The  Congress  is  sharply  divided 
on  legislation,  and  has  been  for  years.  Newspapers  and  magazines 


(more) 


USDA  30^^2-63 


-  l4  - 


claim  they  knov  vhat  the  farmer  is  thinking  and  what  is  good  for 
him,  but  you  can  get  almost  as  many  different  opinions  as  there 
are  magazines  and  newspapers . " 

One  of  my  reasons  in  bringing  this  to  your  attention  is  that  on 
November  h,  Secretary  Freeman  will  hold  one  of  these  meetings  here  in 
Lubbock.  I  will  appreciate  it,  and  he  will  appreciate  it,  if  you  will 
mark  this  date  —  November  4  --on  your  calendar  and  be  present  and 
malce  your  views  known  directly  to  him. 

Nhen  I  was  a  young  man  I  used  to  hear  the  expression  "King  Cotton" 
quite  often.  One  of  the  larger  hotels  in  my  home  State  was  even  named 
the  "King  Cotton  Hotel."  Cotton  is  still  a  king,  but  he  is  no  longer 
an  absolute  monarch.  There  are  many  limitations  on  his  po\7er  and  many 
rivals  for  his  throne.  It  is  only  throu^  the  loyalty  and  hard  work  of 
his  subjects  that  his  power  can  be  maintained.  It  has  been  a  pleasure 
to  meet  with  you  today  and  to  participate  in  your  efforts  to  "keep  cotton 
a  king." 
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EDUCATION:  THE  BEST  FARM  PROGRAM  OF  ALL 


c  & 


I  congratulate  those  of  you  who  conceived  this  Conference.  I  hope  it 
will  be  a  moving  force  that  will  lead  to  many  more  such  conferences  on  the  social 
and  economic  problems  arising  from  the  changing  environment  of  rural  America. 


From  where  we  sit  in  the  Department  of  Agricultxire,  it  looks  too  often 
as  though  rural  America  gets  lost  in  the  shuffle. 


I  am  not  talking  here  just  about  the  Federal  Government  and  what  it 
does.  I  am  referring  to  the  sum  of  all  of  our  efforts  --  public  and  private,  on 
the  national.  State  and  community  scenes  --  to  identify  the  shortcomings  of  our 
society  and  to  rectify  them.  Urban  society  is  in  the  center  of  the  picture, 
in  the  spotlight;  rural  America  is  in  the  shadows,  at  the  edge. 


Consider ; 

Almost  every  big  city  of  America  has  a  vigorous  program  of  urban 
renewal  and  slim  clearance,  using  Federal  grants.  It  should  have.  But  there  is 
no  comparable  program  of  rural  renewal  and  rural  slum  clearance  --  yet,  on  the 
average,  rural  housing  is  worse  than  urban  housing. 


An  enormous  amont  of  attention,  at  this  time,  is  being  given  to  the 
problems  of  minority  groups  in  America's  cities.  It  should  be.  But  very  little 
attention  is  being  given  to  the  no  less  urgent  problems  of  minority  groups  in  the 
American  countryside. 


Remarks  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  the  National 
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Something  is  being  done,  although  not  nearly  enough,  about  the  problems  ^ 
of  the  aged  and  the  aging  in  our  cities.  Much  less  is  being  done  about  the  plight 
of  the  old  people  who  are  ill-housed,  lonely,  and  ill-cared- for  in  rural  regions. 


The  papers  are  full  of  talk  about  traffic  strangulation,  suburban  sprawl 
and  all  the  other  problems  that  beset  our  overgrown  metropolises.  The  President 
has  proposed,  and  someday  there  will  be,  a  Cabinet-level  Department  of  Urban 
Affairs  in  the  Federal  Government. 


But  overcrowding  in  the  metropolitan  centers  has  an  opposite  side  -  and 
that  is  the  under-crowding  of  the  rural  regions  where  much  of  the  metropolitan 
population  came  from.  Ue  do  not  read,  or  hear,  much  about  the  decline  and  de¬ 
population  of  the  coxintryside.  But,  of  America's  3^000-odd  counties,  1,533  de¬ 


clined  in  population  between  1950  and  i960,  virtually  all  of  them  rural,  with  an 


enormous  loss  of  social,  economic,  and  human  values. 


i 


For  almost  every  urban  problem,  there  is  a  corresponding  rural  problem. 
And  in  the  Department  of  Agriculture  we  spend  a  good  deal  of  our  time  trying  to 
convince  the  Congress,  and  the  Executive  Branch,  and  the  leaders  of  public  opinion 
that  they  ought  to  pay  as  much  attention  to  rural  problems  as  they  do  to  those  of 
the  cities. 


I  don't  expect  that  we  will  ever  succeed  completely.  In  the  first  place, 
rural  Americans  are  already  badly  outnumbered,  and  the  disparity  is  growing.  In 
the  second  place,  almost  all  the  leading  organs  of  opinion  —  the  major  newspapers 
and  magazines  that  command  the  attion  of  the  public  and  do  so  much  to  mold  American 
thought  —  are  published  in  the  big  cities.  They  are  urban-oriented,  and  are  bound 


to  be.  But,  whatever  our  handicaps,  it  is  up  to  us  to  demand  attention  --  to  insist 


that  rural  America  is  not  forgotten  as  the  Nation  tackles  its  social  and  economic 
problems,  whether  through  Governmental  action  or  through  private  action. 
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That  is  why  this  conference  is  so  useful.  That  is  why  we  need  more  like 
it^  on  other  and  related  matters. 

The  Department  of  Agriculture  is  deeply  concerned,  and  v/e  will  help  and 
participate  in  every  way.  Soon  after  Secretary  Freeman  took  office,  he  observed 
that  is  our  Department  is  really  going  to  serve  the  people  who  live  on  farms  and 
in  small  towns  --  which  it  was  set  up  100  years  ago  to  do  --  then  we  would  have 
to  think  relatively  less  about  commodities  and  more  about  communities. 

That  is  what  we  are  doing.  We  are  still  ^TOrried  about  commodities, 
goodness  knows;  we  can't  get  away  from  that.  But  more  and  more  the  attention  and 
resources  of  our  Department  are  being  focused  on  the  rural  community  and  rural 
life  --  how  rural  America  can  be  helped  to  grow  and  to  prosper  and  to  provide  a 
satisfying  life  to  its  citizens. 

Perhaps  these  can  be  called  the  "non-crop"  activities  of  the  Department. 

For  example : 

Farm  credit  programs,  which  were  once  exclusively  concerned  with  farm 
ownership  and  operation,  were  extended  in  19^9  to  farm  housing  --  and  in  I961  to 
rural  non- farm  housing  and  to  community  water  systems  which  serve  rural  people, 
non- farm  as  well  as  farm. 

The  rural  electric  cooperatives,  which  have  done  such  a  magnificent  job 
of  bringing  light  to  the  rural  farmhouse  through  Federal  loans,  are  now  taking 
leadership  in  promoting  the  growth  of  non-agricultural  enterprises  in  their  areas. 

The  county  agent  of  the  Cooperative  Extension  Service,  a  generation  ago, 
was  mainly  concerned  with  helping  farmers  grow  more  and  better  crops  and  livestock. 
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Nov  he  and  his  home  demonstration  partner  fill  a  much  broader  role  of  community 
leadership  --  in  resource  development  as  a  whole.  There  is  an  interesting  trend 
toward  dropping  the  word  "agricultural"  right  out  of  the  title  of  the  "County 
Agricultural  Extension  Agent"  so  that  his  broader  role  will  be  clear  to  everyone. 

For  the  first  time  in  its  history,  the  Department  of  Agriculture  has  a 
full-time  specialist  working  with  the  President's  Council  on  Aging. 

The  State  experiment  stations,  in  their  research,  are  steadily  giving 
more  relative  emphasis  to  communities  and  less  to  commodities.  So  is  our  Economic 
Research  Service. 

So  it  goes  throughout  our  Department  --  with  the  Forest  Service,  the 
Soil  Conservation  Service,  and  each  other  agency. 

And  all  of  these  non-crop  activities  are  being  pulled  together  within 
a.  concept  and  program  we  call  R\iral  Areas  Development  --or  RAD,  for  short. 

The  idea  behind  RAD  is  simple.  It  is  to  stimulate  the  formation  of 
citizen  organizations  in  rural  counties  to  provide  leadership  for  a  comprehensive 
attack  on  the  economic  and  social  problems  of  the  community.  These  citizen  groups 
are  working  on  everything  from  new  industries  to  better  farm  production  and 
marketing,  to  better  community  public  facilities,  to  the  particular  problems  of 
young  people  and  old  folks.  And,  through  the  Farmers  Home  Administration  county 
representative,  the  county  extension  agent,  and  our  other  Department  of  Agriculture 
people  in  the  county,  the  resources  of  our  Department  and  other  Government  agencies 
are  placed  at  their  disposal. 

The  RAD  committees  do  not  supplant  any  existing  organizations,  of  course. 
Where  a  development  group  already  exists,  it  fits  into  the  RAD  pattern.  But  where 
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there  has  been  no  effectively  organized  effort  of  citizens  to  see  how  the  future 
of  their  community  can  be  shaped  for  the  better,  then  the  RAD  idea  has  provided  a 
means  of  organizing  such  an  effort. 

The  RAD  idea  is  working.  It  is  catching  hold.  You  will  hear  more  and 
more  about  it  as  the  months  and  years  go  by. 

******* 

The  first  thing  we  must  recognize  is  that  the  problems  of  rural  America 
will  not  be  solved  by  rural  America  alone,  or  in  traditional  patterns.  In  the 
years  ahead  as  in  the  past,  family  farms  will  get  steadily  larger  --  and  fewer 
and  fewer  people  will  be  employed  in  agriculture.  That  trend  is  beyond  anybody's 
control.  The  plain  fact  is  that  the  decline  of  rural  communities  will  generally 
be  stopped,  if  it  is  to  be  stopped  at  all,  only  through  non-agricultural 
activities.  And  to  this  end,  city  and  country  must  cooperate.  As  far  as  govern¬ 
ment  is  concerned,  it  is  the  problem  of  all  departments,  not  just  that  of 
departments  of  agriculture. 

Excessive  migration  away  from  rural  areas  is  not  the  answer.  Just  as 
de -population  is  not  good  for  the  countryside,  too  rapid  growth  is  not  good  for 
the  citires.  Urban  and  rural  problems,  alike,  will  be  alleviated  if  we  can  slow 
the  migration  and  stem  the  decline  of  rural  areas. 

It  is  far,  far  better  to  create  non-crop  activities  where  rural  people 
now  live  than  to  compel  their  migration  to  urban  areas  that  are  ill-prepared  to 
receive  and  employ  them. 

Agriculture -based  industries,  timber-based  industries,  rural  outdoor 
recreational  enterprises  for  city  folks,  and  as  much  non-agricultural  industry 
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as  can  Toe  developed  --  this  is  what  rural  America  needs.  This  is  what  the  RAD  I 

committees  should,  and  do,  concentrate  upon. 


All  this  is  the  changing  environment  for  rural  youths,  of  which  your 
conference  speaks. 

Rural  America  is  in  transition.  But  the  direction  of  the  transition  is 
hy  no  means  beyond  our  influence  and  control.  'To  a  great  extent,  it  is  in  our 
ha.nds.  Where  we  do  not  plan  well,  and  organize  well,  and  take  systematic  advantage 
of  all  our  resources,  the  transition  will  surely  be  further  de -population, 
stagnation,  and  decline.  But  where  we  do  plan  and  organize  and  make  the  most  of 
our  resources,  the  transition  can  be  in  the  other  direction  --  toward  a  more 
stable,  prospering,  growing  rural  society,  with  the  great  moral  values  that  have 
always  attached  to  that  society  preserved  and  enhanced. 

If  this  be  the  somewhat  uncertain  nature  of  the  changing  environment, 
what  are  the  implications  for  rural  young  people?  i  ’ 

The  most  important  single  fact,  to  me,  is  this  one:  Only  one  out  of  10 

‘  ^  I 

farm  boys  today  is  going  to  be  able  to  make  a  decent  living  as  a  farm  operator 
when  he  becomes  a  man. 


When  Secretary  Freeman  first  used  that  figure,  the  response  from  people 
in  the  field  of  agriculture  was  one  of  dismay,  and  not  a  little  protest.  So  we 
asked  our  experts  in  the  Department  to  refine  their  calculations.  They  did,  and 
concluded  that  one  out  of  10  is  conservative.  The  figure  is  nearer  to  one  out 
of  11. 


I  . 

When  I  say  a  decent  living,  I  refer  to  a.  boy's  chance  of  becoming  the 
operator  of  an  adequate-size  family  farm.  We  define  an  "adequate"  farm  as  one 


« 
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with  $10,000  or  more  gross  income.  This  dividing  line  may  be  a  little  arbitrary, 
but  in  general  our  figures  show  that  family  farms  above  that  line  are  sustaining 
th^selves  and  indeed  increasing,  while  farms  with  less  gross  income  cannot  compete 
and  are  declining  in  numbers.  Moreover,  $10,000  of  gross  receipts  is  generally 
the  amount  required  to  provide  a  net  income  that  might  be  accepted  as  the  American 
standard  of  living. 

******* 

This  changing  rural  environment  has  three  major  implications  for  the 
education  of  rural  young  people. 

First,  agriculture  is  so  complicated  these  days  that,  for  the  one  out 
of  11  who  is  going  to  be  a  successful,  full-tLae  farmer,  he  needs  far  better 
educational  preparation  than  farmers  have  ever  had  before. 

He  needs  a  high  order  of  managerial  skill.  He  must  be  able  to  finance, 
operate,  and  maintain  expensive  machinery.  He  must  understand  applied  genetics 
and  nutrition.  He  must  be  able  to  use  pesticides  and  other  farm  chemicals  with 
precision.  He  needs  to  understand  marketing  processes,  and  how  to  organize  and 
participate  in  cooperative  enterprises,  so  that  he  can  get  a  fair  price  for  his 
product.  Not  least,  he  needs  to  iinder stand  the  relation  of  government  to 
agriculture  and  rural  life . 

Some  city  folks  suggest  that  the  decline  in  the  number  of  farmers  makes 
the  teaching  of  vocational  agriculture  less  necessary.  Far  from  it  --  the  farmer 
of  the  future  will  need  to  be  better  trained  than  ever. 


(more ) 


USDA  3195-63 


-  8  - 


The  next  point  to  be  made  is  quite  a  different  one  --  and  this  is  the 
second  implication  of  our  changing  environment  --  vocational  agricultural  training 
alone  in  rural  areas  is  not  enough.  Our  vocational  education  must  have  the 
broader  goal  of  training  the  substantial  majority  of  rural  young  people  who  will 
not  be  able  to  enter  farming  or  farm-related  occupations  at  all. 

Vocational  schools  in  rural  areas  must  be  related  to  the  whole  range 
of  occupations  in  urban  society;  otherwise  the  farm  boy  forced  off  the  farm  is  at 
a  hopeless  disadvantage  when  he  seeks  a  decent  job  in  the  city.  Only  a  few  States 
have  good  State-wide  systems  of  area  technical  schools;  every  State  should  have 
such  a  system. 

Finally,  those  young  people  whom  we  can  retain  in  rural  communities 
must  be  educated  for  rural  leadership.  They  must  be  equipped  to  guide  and  in¬ 
fluence  the  direction  of  change  in  that  changing  environment  this  conference  is 
discussing. 

The  preparation  of  rural  boys  and  girls  for  all  of  their  responsibilities 
whether  for  careers  in  the  city  or  for  farming  or  other  rural  occupations  and 
for  rural  leadership  --  will  not  be  attained  without  a  broad  upgrading  of  rural 
education. 

Everybody  who  has  studied  the  subject  objectively,  I  believe,  has  con¬ 
cluded  that  a  much  larger  share  of  our  national  resources  should  go  into  education 
into  school  construction,  into  teacher  salaries,  into  student  scholarships,  and 
into  loans  to  make  sure  that  all  of  our  ablest  young  people  have  the  financial 
means  to  go  to  college. 
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The  Congress  is  not  in  disagreement  with  this  conclusion.  They  have 
passed  bills  in  the  past  few  years  to  assist  many  facets  of  education,  and  the 
passage  of  a  bill  for  general  Federal  aid  to  elementary  and  secondary  schools  is 
prevented  only  by  reasons  which  have  nothing  to  do  with  the  question  of  whether 
the  schools  need  help  or  not. 

But  while  the  need  for  better  education  is  well  recognized,  it  is  not 
always  realized  that  the  need  is  greater  in  rural  areas.  Schools  are  poorer  in 
the  country  than  in  the  city,  and  standards  are  lower.  The  average  rural  citizen 
has  two  years  less  of  education  than  his  urban  counterpart.  A  smaller  proportion 
of  rural  young  people  finish  high  school.  A  smaller  proportion  go  on  to  college  -- 
about  30  percent  as  compared  to  50  per  cent.  And,  even  when  a  rural  youth  may  have 
gone  to  school  as  many  years  as  the  city  youth,  his  instruction  will  have  been  by 
teachers  who  are  less  well-paid  and  less  well-trained,  on  the  average,  and  in 
schools  which  in  many  cases  are  not  large  enough  to  offer  a  broadly-balanced, 
modern  curriculum. 

I  hasten  to  say  that  our  rural  schools  have  i aproved,  and  there  are 
many  good  ones.  But  large  disparities  between  country  and  city  still  exist.  On 
the  whole,  rural  children  just  do  not  have  the  opportunity  for  education  comparable 
to  that  of  city  youngsters.  And  the  difference  in  quality  between  rural  and  urban 
schools  is  surely  a  factor  in  the  higher  rural  drop-out  rate. 

One  study  by  our  Department,  covering  30  States,  showed  400,000  drop¬ 
outs  among  I.3  million  rural  youths  of  high  school  age. 

Most  of  the  U00,000  left  school  when  they  finished  the  eighth  grade. 

Only  2  per  cent  of  them  quit  because  they  were  unable  to  make  acceptable  grades. 
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One  out  of  five  dropped  out  because  of  lack  of  money  and  a  need  to  go  to  work.  | 

Even  more  disturbing  is  the  percentage  --  nearly  two  out  of  five  —  who  left  school 
because  they  had  lost  the  desire  for  additional  education. 

In  other  words^  almost  40  per  cent  of  these  young  people  had  the  capacity 
but  not  the  will  for  further  education.  Somewhere  along  the  line,  it  is  clear, 
many  able  rural  youngsters  are  meeting  with  discouraging  frustrations.  They 
have  become  apathetic  toward  education  even  before  they  complete  grade  school. 

And  in  quitting  school,  they  move  into  the  reservoir  of  unskilled  workers  and 
low-income  farmers  whose  unemployment  or  underemployment  almost  inevitably  results 
in  dependency.  This  is  a  problem  especially  of  disadvantaged  groups.  But  it  is 
not  a  matter  just  of  local  concern;  it  is  a.  matter  of  everybody's  concern  -- 
because  the  illiterate  and  the  dependent  are  almost  as  mobile,  these  days,  as 
the  college  graduate.  ^ 

The  lower  standards  of  rural  education  are  not  due,  in  the  main,  to 
lack  of  community  interest  or  community  effort.  Many  rural  school  districts 
already  make  a  greater  effort,  in  terms  of  the  proportion  of  their  incomes  paid 
in  school  taxes,  than  do  urban  districts.  They  simply  lack  the  resources. 

Rural  America,  by  any  measure  of  income  or  tax  resources,  lags  far  behind  the  rest 
of  the  country.  Two-fifths  of  all  our  low-income  families  --  those  with  money 
incomes  under  $2,500  --  live  in  the  countryside.  Scores  of  rural  counties  are 
made  up  predominantly  of  these  low-income  families.  They  cannot  compete  with  richer 
districts  for  qualified  teachers  or  provide  modern  facilities.  It  is  in  these 
poorer  communities  that  the  drop-out  rate  is  highest. 
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All  of  these  facts  make  a  mockery  of  the  argument,  which  is  still  heard 
even  today,  that  education  is  a  local  problem  and  every  community  can  and  should 
take  care  of  its  own.  It  cannot  be  done.  We  need  special  State  aid  for  rural 
areas,  which  most  States  provide,  and  we  need  Federal  aid  as  well.  No  legisla¬ 
tion  that  we  could  design  for  rural  America  would  do  more,  over  the  years,  than 
legislation  to  assist  local  school  boards  to  provide  their  children  the  kind  and 
quality  of  education  they  want  to  provide  --  and  would  provide,  if  only  they  had 
the  means  to  do  so.  That  is  why  I  entitled  my  remarks  today,  "Education:  The 
Best  Farm  Program  of  All".  Let  us  never  forget  that  the  greatest  resource  of  all 
is  the  mind  of  man. 

Permit  me  to  close  with  a  word  on  a  bill  now  pending  before  the  Congress 
which  deserves  the  support  of  all  of  you.  It  is  a  measure  which  the  President 
has  recommended  to  create  a  national  Commission  on  Rural  Life.  In  the  pattern  of 
other  Commissions  established  by  the  Congress,  it  would  make  a  broad  inquiry  into 
the  decline  and  de-population  of  so  much  of  rural  America.  It  would  bring  these 
problems  to  national  attention  and,  I  would  hope,  to  national  action.  Through 
such  a  Commission,  and  through  whatever  other  means  we  can  devise  --  means  such 
as  this  Conference  --  it  is  up  to  all  of  us  to  see  that  the  spotlight  of  national 
attention  is  focused  just  as  brightly  upon  the  problems  of  rural  America  -- 
and  its  promise  and  its  opportunity  --  as  upon  what  is  right  and  what  is  wrong  in 
the  great  cities  of  our  Nation. 
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It's  always  good  to  be  back  home  with  home  folks  again.  I  was  real  sorry 
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United  States  Department  of  Agriculture 
^  Office  of  the  Secretary 
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'  xfiat  I  could  not  fill  my  engagement  with  you  last  year.  But  I  am  delighted  and 


honored  that  you  invited  me  back  again  this  time. 


Like  most  of  you,  a  Tarheel  born  and  a  Tarheel  bred,  I  have  a  lot  of 
pride  in  and  affection  for  this  State  and  its  people.  I  come  back  every  time  I  have 
a  chance,  and  it's  always  worthwhile. 

I  am  going  to  talk  mostly  about  North  Carolina  today,  although  most  of 
what  I  have  to  say  would  be  equally  applicable  to  our  sister  State  of  South  Carolina. 
And  I  wish  to  say  to  our  friends  who  are  here  from  South  Carolina  that  I  am  par¬ 
ticularly  happy  to  have  this  opportunity  to  meet  with  them. 


Although  I  have  been  in  Washington  now  for  a  good  many  years,  I  am  still 
closely  associated  with  many  fine  citizens  from  our  State.  It  is  my  honor  and 
privilege  to  work  closely  with  our  two  distinguished  Senators,  Sam  Ervin  and 
Everett  Jordan,  and  with  that  able  Chairman  of  the  House  Agriculture  Committee, 
Harold  Cooley,  and  the  other  members  of  the  North  Carolina  delegation  in  Congress. 


I  also  have  the  opportunity  to  work  closely  with  members  of  the  South 
Carolina  Congressional  delegation,  particularly  the  two  fine  gentlemen  on  the 
Agriculture  Committees  of  the  two  Houses  --  Senator  Olin  Johnston  and  Congressman 
John  McMillan. 


Harry  Caldwell,  we  are  proud  to  say,  is  Chairman  of  the  National 
Agricultural  Advisory  Commission,  and  is  doing  a  magnificent  job.  Horace  Godfrey 


Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  to  the  annual  joint 
meeting  of  the  Farmers  Cooperative  Exchange  and  the  North  Carolina  Cotton  Growers 
Association  at  the  State  Fairgrounds  in  Raleigh,  N.  C.,  at  10:30  a.m.,  Tuesday, 
October  8,  19^3 « 


2983 


USDA  3335-63 


is  our  extremely  able  Administrator  of  the  far-flxong  Agricultural  Stabilization 
and  Conservation  Service.  And  there  are  many  others  from  North  Carolina  in  the 
Department  of  Agriculture  that  I  see  almost  daily  in  Washington. 

It  is  quite  appropriate  to  have  so  many  North  Carolinians  in  the  Depart¬ 
ment  of  Agriculture  because  of  the  very  great  importance  of  agriculture  in  the 
economy  of  this  State  and  in  the  life  of  its  people. 

Agriculture  is  more  than  a  billion-do llar-a-year  industry  in  North 
Carolina,  and  it  is  possible  that  this  State  is  more  dependent  upon  agriculture 
than  any  other  one  of  the  50  States. 

I  have  been  told  recently  that  North  Carolina  now  is  one-third  rural, 
one-third  suburban  and  one-third  city,  and  that  the  State's  income  is  derived  one- 
third  from  agricultural  production;  one-third  from  the  processing  of  agricultural 
products,  and  one-third  from  other  sources.  Our  reliance  upon  agriculture  is 
underlined  by  the  importance  of  tobacco  manufacturing,  cotton  textile  manufacturing, 
food  processing  and  timber  industries  to  the  economy  of  the  State. 

In  July  of  this  year,  there  were  more  people  working  on  the  farms  in  North 
Carolina  --  678,000  workers  —  than  in  any  other  State  of  the  Union. 

The  last  census  showed  North  Carolina  had  more  people  living  on  the 
farms  —  950,000  people  on  200,000  farms  --  than  any  other  State. 

Gross  income  from  North  Carolina  farms  in  I962  totaled  a  whopping 
$1.35^  billion. 
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Tobacco  was,  by  far,  the  leading  agricultural  commodity  in  the  State, 
accounting  for  $5^3  million  of  last  year's  farm  receipts.  Poultry  and  eggs  brought 
in  $185  million  to  the  State's  farmers,  while  meat  animals  sold  for  $88  million, 
and  oil  crops  brought  $71  million.  Corn  also  is  important.  Cotton  does  not  occupy 
this  same  relative  position  in  the  State' b agricultural  economy  as  it  did  30  years 
ago  when  the  planted  acreage  was  over  I.3  million  acres.  But  72,000  farms  here 
had  cotton  allotments  established  for  I963  s-nd  on  thousands  of  these  farms  cotton 
is  still  the  principal  cash  crop. 

Right  here  in  Wake  County,  farm  income  last  year  was  estimated  at  $3^.8 
million,  which  is  almost  $2  million  more  than  the  estimated  payroll  for  industry 
in  the  county,  and  about  $2  million  more  than  the  income  from  State  government 
payrolls . 


Farm  income  in  both  Wake  County  and  in  the  entire  State,  I  am  happy  to 
see,  is  up  from  previous  years.  In  Wake  County,  the  gain  in  1962  over  the  previous 
year  was  approximately  $2  million,  while  State-wide  the  increase  was  about  $42 
million. 


North  Carolina  farms  average  only  87  acres  in  size.  It  is  easy,  there¬ 
fore,  to  see  that  the  family  farm  concept,  in  which  we  are  so  vitally  interested 
in  Washington,  is  of  more  importance  here  than  in  most  States. 

In  North  Carolina,  as  in  the  rest  of  the  Nation,  there  is  a  trend  toward 
family  farms  becoming  larger  in  size.  This  is  inevitable  as  farming  operations 
become  more  efficient  and  more  fully  automated,  and  fewer  and  fewer  people  are 
able  to  produce  larger  and  larger  quantities  of  agricultural  commodities.  This 
process  is  going  on  at  a  rapid  pace  for  almost  all  crops  and  also  in  livestock  and 
poultry.  For  example,  I  am  told  that  there  are  approximately  750  mechanical  cotton 
pickers  in  operation  in  North  Carolina  this  year. 
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Tobacco,  however,  seems  to  be  stubbornly  resisting  the  movement  toward 
mechanized  harvesting.  As  all  of  you  know,  this  is  really  a  tough  problem.  How¬ 
ever,  it  is  being  vigorously  attacked  and  real  progress  is  being  made.  I  hope  the 
Department  of  Agriculture  will  soon  be  in  a  position  to  give  added  support  to  this 
effort  because  of  its  potential  Importance  in  reducing  the  cost  of  production  of 
tobacco. 


This,  of  course,  is  one  way  to  strenghten  the  family  farm  system  of 
agriculture  with  all  of  its  social  and  moral  values. 

Another  way  to  strengthen  the  family  farm  system  is  clearly  evident  in  the 
two  great  organizations  meeting  here  today  —  the  North  Carolina  Cotton  Cooperative 
Association  and  the  Farmers  Cooperative  Exchange.  For  many  years,  you  were  under 
the  able  leadership  of  M.  G.  Mann  and  now  Dewey  Arndt. 

Leaders  such  as  these  have  made  cooperatives  really  work.  They  have 
shown  that  co-ops  should  and  can  work  for  the  farmers  and  not  farmers  for  the  co-ops. 

The  co-ops  have  helped  the  farmer  get  cheaper  prices  for  the  things  he 
has  to  buy  and  better  prices  for  the  things  he  has  to  sell. 

Yes,  the  farmers  of  North  and  South  Carolina  will  long  be  indebted  to 
M.  G.  Mann  and  Dewey  Arndt  for  their  dedicated  efforts  through  the  years.  And 
this  also  goes  for  the  dedicated  farmers  and  agricultural  leaders  who  have  served 
on  the  boards  of  directors  of  your  cooperatives. 

The  activities  of  the  Department  of  Agricultxire  in  support  of  farmer 
cooperatives  have  been  strengthened  considerably  during  the  past  2^  years.  We  feel 
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that  there  is  a  growing  need  for  strong  and  vigorous  co-ops  to  enable  farmers  to 
hold  their  own  in  the  tough  competition  that  prevails  in  the  American  market  place 
of  today.  Secretary  Freeman  is  especially  interested  in  this  field  and  has  re¬ 
cently  issued  instructions  to  all  the  Department's  agencies  to  assist  in  achieving 
increasing  effectiveness  in  the  cooperative  movement. 

Now,  I  would  like  to  talk  a  little  about  tobacco.  Since  flue-cured 
tobacco  is  the  most  important  cash  crop  in  North  Carolina,  we  have  been  most  vitally 
concerned  with  its  situation. 

To  go  back  a  little,  when  the  1^62  flue -cured  crop  began  to  move  into 
the  market,  it  became  apparent  that  flue-cured  tobacco  was  in  trouble.  By  the  end 
of  the  season,  this  concern  was  confirmed.  Some  237  million  pounds,  representing 
about  17  percent  of  the  crop,  was  passed  over  by  the  buyers  and  moved  into  the 
hands  of  the  stabilization  cooperative  under  the  Government  loan  program.  Some  of 
our  most  important  foreign  customers,  who  have  long  depended  on  the  United  States 
as  their  principal  supplier  of  high  quality  leaf,  said  that  they  could  not  obtain 
from  the  1962  crop  the  grades  and  qualities  required  for  their  products.  Although 
some  concern  of  a  similar  nature  had  been  expressed  about  prior  crops,  the  buying 
pattern  of  our  foreign  customers  for  the  I962  crop  really  indicated  that  they  were 
practicing  what  they  had  been  preaching. 

Something  had  to  be  done  if  we  were  to  continue  to  maintain  our  worldwide 
reputation  for  high  quality  tobacco.  Indeed,  prompt  action  was  needed  to  hold  our 
exports  at  current  levels  --  not  to  mention  our  desire  to  share  in  the  increased 
free  world  trade  in  flue-cured  tobacco. 

Last  November,  the  Secretary  appointed  the  National  Tobacco  Industry 
Advisory  Committee  to  review  existing  tobacco  programs  and  recommend  necessary 
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changes  to  maintain  sound  tobacco  programs.  I  want  to  thank  each  member  of  this 
committee  for  his  contribution  in  counseling  v;ith  the  Department  in  charting  the 
course  of  actions  necessary  to  keep  our  tobacco  programs  sound. 

As  a  result  of  these  deliberations,  certain  actions  were  taken  by  the 
Department  to  help  improve  the  quality  of  our  tobacco.  I'd  like  to  review  these 
briefly : 


1.  Public  hearings  were  held  to  discuss  quality  factors  --  participated 
in  by  all  segments  of  the  inudstry  from  growers  to  manufacturers. 

2.  Two  additional  varieties  were  added  to  the  discount  list. 

3.  Grade  standards  were  revised  to  better  describe  the  usability  and 
desirability  of  the  tobacco. 

4.  Grade  loan  rates  were  revised  by  increasing  supports  for  high  quality, 
mature  tobacco  and  decreasing  supports  for  low  quality  tobacco. 

5.  The  Department  launched  an  extensive  educational  campaign  advising 
growers  of  these  changes  and  the  importance  of  selecting  varieties  and  adopting 
cultural  practices  to  improve  the  quality  of  their  tobacco.  Land  Grant  Colleges 
and  other  agricultural  groups  played  an  important  role  in  getting  the  story  to  all 
farmers. 


The  decisions  to  take  these  various  actions  did  not  come  easily  or 
automatically . 

We  found  among  tobacco  growers  a  general  understanding  of  the  importance 
of  maintaining  high  tobacco  quality.  We  also  found  a  general  awareness  of  the 
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serious  problems  that  had  developed  and  a  realization  that  something  ought  to  be 
done  about  them,  b’hen  it  came  to  the  question  of  what  specifically  ought  to  be 
done,  we  found  some  very  sharp  disagreements. 

We  in  the  Department  were  in  the  position  where  we  had  to  make  the  tough 
decisions  one  way  or  the  other.  VJe  got  the  best  advice  we  could,  studied  the 
evidence  as  hard  as  we  could,  and  then  exercised  as  best  we  could  whatever  judgment 
we  had  been  endowed  with  by  our  Creator.  Then  we  went  ahead. 

The  responsible  leaders  among  tobacco  farmers  and  in  other  segments  of 
the  industry  cooperated  splendidly  in  the  effort  to  improve  tobacco  quality.  Even 
those  who  did  not  agree  that  the  course  we  chose  was  the  wisest  one,  did  their  best 
to  make  it  work.  The  result  was  a  large  scale  and  intensive  effort  toward  quality 
improvement.  I  wish  to  compliment  and  thank  all  those  who  devoted  themselves  to 
this  task. 


Naturally,  we  have  been  awaiting  the  outcome  of  these  efforts  with  keen 
interest  and,  I  must  confess,  with  considerable  nervousness.  We  have  been  following 
the  marketing  of  this  year's  flue-cured  crop  quite  closely. 

V/hile  it  is  too  early  to  evaluate  fully  the  combined  effects  of  our  pro¬ 
gram  changes  and  efforts  on  the  part  of  growers  to  improve  quality,  market  informa¬ 
tion  thus  far  is  encouraging.  High  quality,  mature  grades  are  bringing  a  better 
price  than  a  year  ago,  while  the  lower  quality  grades  are  off.  Export  buyers  are 
more  active  on  the  market.  We  esti:,:ate  a  sizable  increase  in  exports  this  year 
over  last  year  because  of  -- 

1.  Improved  quality  of  the  I963  crop. 

2.  Smaller  crops  and  higher  prices  in  Rhodesia. 
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3.  Lov  stocks  of  U.  S.  flue-cured  tobacco  in  importing  countries, 
principally  in  the  United  Kingdom. 

4.  Continued  gain  in  cigarette  smoking  abroad. 

5.  Ample  gold  or  dollar  reserves  in  most  of  the  major  importing  countries. 

The  general  feeling  based  on  these  facts  and  trade  talk  indicates  that 
growers'  efforts  to  improve  quality  are  noteworthy.  However,  we  must  not  rest  on 

our  laurels,  but  we  should  redouble  our  efforts  and  further  improve  the  quality  of 

our  tobacco  in  the  years  ahead.  This  must  be  done  if  we  are  to  hold  current  levels 
of  exports  and  share  in  the  increased  world  trade  in  tobacco. 

One  other  comment  on  tobacco  --  carryover  of  old  crop  flue-cured  tobacco 
at  the  beginning  of  the  current  marketing  year  is  about  200  million  pounds  or 
nearly  10  percent  above  a  year  ago.  The  19^3  crop  is  estimated  at  1,305  million 
pounds  --  some  50  million  pounds  more  than  estimated  disappearance  during  the 
year.  Thus,  some  adjustment  in  production  is  indicated  for  the  coming  year.  In 
this  connection,  a  public  meeting  to  discuss  fully  the  supply  and  demand  outlook 
will  be  held  in  the  Memorial  Auditorium  in  Raleigh  on  November  l4th.  Anyone 

desiring  to  express  their  views  with  respect  to  the  adjustment  needed  should  do  so 

at  this  meeting. 

Now,  as  to  cotton.  Like  tobacco,  cotton  has  its  problems.  These  problems 
are  important  to  North  Carolina  not  only  because  of  her  cotton  farmers,  but  also 
because  of  her  textile  mills  and  the  thousands  of  people  who  are  employed  in  them. 

The  mills  suffer  a  particular  inequity  because  they  have  to  pay  sub¬ 
stantially  more  for  American  cotton  than  do  their  foreign  competitors.  At  the  same 


(more ) 


USDA  3335-63 


-  9  - 


time,  if  the  price  received,  by  our  cotton  farmers  were  to  be  reduced  to  the  world 
price  --  a  reduction  to  about  two-thirds  of  present  prices  —  the  result  would  be 
economic  disaster  in  the  cotton  growing  areas  of  the  country.  Coupled  with  every¬ 
thing  else,  cotton  is  under  steady  competitive  pressure  from  man-made  fibers  such 
as  rayon  and  nylon;  and  present  price  levels  for  cotton  place  it  under  a  severe 
handicap  in  holding  its  markets. 

The  very  difficult  problem  v/e  have  is  trying,  at  one  and  the  same  time, 
to  reduce  cotton  prices  to  domestic  users,  to  maintain  the  income  of  cotton  farmers, 
and  to  keep  the  costs  of  the  cotton  program  to  the  Government  within  reasonable 
limits.  This  is  not  easy. 

ke  have  been  working  with  Congressman  Cooley  and  other  Members  of  Congress 
for  the  past  year  trying  to  find  a  solution  to  this  vexing  problem.  Chairman 
Cooley  has  a  bill  which  we  hope  will  soon  be  considered  and  passed  by  the  House  of 
Representatives.  Vie  believe  this  bill  v/ill  help  substantially  to  alleviate  the 
problems  of  the  cotton  industry.  It  should  result  in  substantially  larger  con¬ 
sumption  of  cotton  and  permit  larger  acreage  to  be  grown  than  would  otherwise  be 
the  case. 


While  the  bill  would  increase  the  costs  of  the  cotton  program,  these 
increased  costs  would  be  more  than  offset  by  reduced  consumer  prices  for  cotton 
textiles. 


There  are  many  diverse  and  sometimes  conflicting  interests  among  the 
people  who  are  concerned  with  this  legislation.  Mr.  Cooley  has  done  a  remarkable 
job  in  reconciling  these  various  interests  thus  far  --  but  if  legislation  is  to  be 
enacted  into  law,  he  will  have  to  have  some  more  help  --  a  lot  more  help.  The 
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people  who  are  interested  in  cotton  will  have  to  subordinate  some  of  their  parti¬ 
cular  points  of  view  to  the  general  good  enough  to  reach  a  common  ground  of 
agreement  --  and  will  have  to  work  together. 

Finally,  I  would  like  to  talk  a  little  about  exports  to  other  countries. 
This  is  of  critical  importance  to  U.  S.  farmers  in  general  and  North  Carolina 
farmers  in  particular.  Farm  exports  from  North  Carolina  totaled  more  than  $210 
million  in  I96I.  That  means  that  over  18  percent  of  gross  farm  receipts  that  year 
came  from  exports.  In  tobacco  and  cotton,  the  proportion  is  much  higher  than  that-- 
near  40  percent.  Just  think.  What  would  it  mean  to  each  of  you  to  have  your  in¬ 
come  from  cotton  and  tobacco  cut  4o  percent  by  the  loss  of  all  our  export  markets. 
Fortunately,  that  is  not  about  to  happen.  On  the  contrary,  exports  of  both  these 
commodities  are  expected  to  be  better  this  year  than  last  year. 

Indications  are  that  exports  of  flue-cured  tobacco  will  be  about  10  per¬ 
cent  above  the  432  million  pounds  ( farm- sales -we ight )  exported  during  the  past 
season. 


To  maintain  and  expand  this  level  of  exports  for  the  long  run  will  re¬ 
quire  the  best  efforts  of  all  of  us.  Flue-cured  tobacco  is  the  most  important  kind 
of  leaf  entering  world  trade.  It  accounts  for  nearly  half  of  all  tobacco  moving 
into  world  markets,  and  is  by  far  the  lea.ding  kind  exported  from  the  United  States. 

We  have  in  recent  years  been  meeting  increasingly  stiff  competition  from 
Rhodesia  and  other  flue-cured  producing  countries.  We  have  been  losing  our  share 
of  world  trade  in  tobacco.  Our  share  of  free  world  exports  in  1962  was  only  about 
28  percent,  compared  with  an  average  of  38  percent  in  the  early  1950 's.  I  point 
this  out  not  to  alarm  you  but  to  emphasize  the  importance  of  producing  high  quality 
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tobacco.  We  cannot  compete  with  the  other  countries  on  price  without  drastically 
lowering  our  price  structure.  But  we  can  compete  with  them  --  and  beat  them  --  on 
quality.  If  we  grow  the  best  tobacco  we  know  how  to  grow,  nobody  else  can  equal  it 
anywhere  in  the  world.  That's  what  we  must  do  to  keep  our  markets. 

In  the  Department  of  Agriculture,  we  will  do  all  we  can  to  bring  this 
about.  But  the  ultimate  results  rest  with  the  growers  themselves.  I  urge  them 
and  I  urge  all  of  you  --  let's  keep  up  the  good  work  we  started  this  year  in 
restoring  the  quality  of  our  flue-c\ired  tobacco. 

In  the  case  of  cotton,  we  expect  exports  to  go  up  from  last  year's  3' 3 
million  bales  to  5  million.  We  are  operating  an  export  sales  program  that  is 
keeping  our  cotton  fully  competitive  in  world  markets.  Most  of  our  cotton  exports 
currently  are  coming  out  of  surplus  Government  stocks.  Frankly,  we  would  prefer 
for  them  to  come  out  of  the  I963  crop  as  it  is  marketed,  and  we  hope  this  will  be 
increasingly  the  case  as  we  get  further  into  the  marketing  year.  However,  I  trust 
we  can  all  agree  that  the  most  important  thing  is  to  get  it  exported. 

As  in  the  case  of  tobacco,  we  are  meeting  more  and  more  competition  in 
the  export  market  from  cotton  grown  in  other  countries.  Man-made  fibers  are 
also  competing  fiercely  with  cotton  for  the  textile  market  in  other  countries  as 
well  as  in  the  United  States.  We  can  maintain  our  fair  share  of  the  world  market 
only  by  making  sure  our  cotton  stays  fully  competitive.  That  is  exactly  i:hat 
we  expect  to  do. 

In  cotton  also,  competition  is  a  matter  of  quality  as  well  as  price. 
Modern  cultural  practices  and  harvesting  methods  appear  to  be  developing  some  sub¬ 
stantial  nev;  quality  problems.  We  will  need  to  pay  more  attention  to  correcting 
these  deficiencies,  and  we  will  want  your  help  in  that. 


(more ) 
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In  conclusion,  I  want  you  as  ray  home  folks  to  know  that  I  find  my  work 
in  the  Department  of  Agriculture  to  be  perfectly  fascinating.  That  Department  is 
one  of  the  great  service  institutions  of  the  world.  It  provides  the  widest 
variety  of  services  for  the  greatest  number  of  people  that  you  can  imagine.  Con¬ 
sidering  all  the  responsibilities  it  has  --  which  range  far  beyond  working  with 
farmers  --  I  believe  it  does  an  excellent  job. 

Vie  have  many  representatives  of  the  Department  who  work  here  in  North 
Carolina.  We  are  very  proud  of  them,  and  I  am  confident  that  you  hold  them  in 
high  esteem.  Speaking  for  them  and  for  myself,  I  promise  you  that  we  will  keep 
on  doing  the  best  job  we  can. 


USDA  3335-63 
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It  is  indeed  a  pleasure  to  be  here  this  evening. 
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First,  it  gives  me  an  opportunity  to  thank  personally  those  of  you 
who  actively  support  and  undertake  the  tremendous  job  of  conserving  and  develop¬ 
ing  our  natural  resources  on  private  land. 


Second,  it  gives  me  a  chance  to  discuss  some  of  the  challenges  in 
resource  development  —  problems  involving  both  human  and  natural  resources  — 
that  face  us  today. 


Finally,  I  would  like  to  talk  about  ways  of  meeting  these  challenges  — 
through  the  Department  of  Agriculture's  Rural  Areas  Development  approach  —  a 
program  we  feel  will  do  much  in  curbing  unenployment  in  rural  areas,  strengthen 
the  family  farm,  and  develop  natural  resources  to  meet  the  needs  of  all  the 
people. 


It's  an  honor  to  be  here  at  Allegheny  College  and  take  part  in  the 
Crawford  County  Soil  and  Water  Conservation  District  annual  meeting.  I  am 
also  honored  to  talk  to  you  folks  from  Mercer  and  Venango  Counties  who, 
with  Crawford  County,  have  made  application  for  a  Resource  Conservation  and 
Development  project. 


Remarks  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  annual  meeting 
of  the  Crawford  County  Soil  and  Water  Conservation  District,  Allegheny  College 
Audi tor ixm  ,  Meadville,  Pennsylvania,  8  P.M.,  EDT,  October  18,  1963. 
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Fortunately  ue  did  not  arrive  here  at  Meadville  by  the  most  direct 
route  or  in  the  shortest  possible  time.  We  have  been  on  the  road  and  in  the 
air  for  the  past  12  hours  seeing  first  hand  the  accomplishments  you  district 
cooperators  have  made  in  resource  development  and  the  problems  you  face. 

We  had  an  intensive  air  tour  of  this  extremely  scenic  three-county 
area.  We  saw  the  upland  conservation  work  you  people  have  established.  We  have 
made  on-site  visits  to  three  of  the  area's  small  watershed  projects.  I  had  the 
privilege  this  afternoon  of  dedicating  the  Saul-Mathay  watershed  project  in 
Mercer  County, 

It  has  been  a  stimulating  day.  I've  listened  to  local  people  — 
farmers,  district  supervisors,  and  businessmen  —  tell  what  they  have  done, 
what  they  are  doing,  and  what  they  wish  to  do  to  improve  the  rural  economy  in 
Northwestern  Pennsylvania.  This  is  truly  Rural  Areas  Development  in  action. 

I  am  proud  of  the  part  the  Department  of  Agriculture  has  had  in  helping  to 
bring  this  about. 

Since  I  have  been  serving  as  Under  Secretary  of  Agriculture,  soil  and 
water  conservation  districts  and  the  men  who  govern  them  have  won  my  increasing 
respect  and  admiration.  You  district  cooperators  and  supervisors  have  much  to 
be  proud  of.  The  soil  conservation  district  movement  is  one  of  the  most 
rewarding  ventures  ever  undertaken.  I  commend  you  for  the  work  you  are  doing. 

Even  more  irrportant  is  your  concern  for  the  future.  We  have  come  a 
long  way  in  resource  conservation,  but  we  still  have  a  long  way  to  go.  And 
the  going  won't  be  easy.  It  is  more  irrport^t  now  than  ever  before  that  we 
accelerate  the  development  and  vise  of  our  resources  to  serve  the  needs  of  all 
the  people. 


(more) 
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This  is  an  enormous  task.  It  involves  human  as  well  as  natural 
resources  —  it  involves  people  as  well  as  soil,  vjater,  forests,  and  wild¬ 
life.  We  cannot  effectively  tap  the  tremendous  store  of  resources  in  rural 
America  and  ignore  its  social  and  economic  problems.  They  go  hand  in  handj 
they  are  part  and  parcel  of  each  other. 


Rural  America  today  faces  serious  problems.  In  many  areas  there 
are  depressed  conditions,  underemployment,  unenployment ,  inadequate  housing, 
inadequate  educational  and  community  facilities.  Young  people  are  leaving 
the  farms  and  small  towns  for  lack  of  job  opportunities. 


Present  unenployment  in  rural  areas  is  equivalent  to  ii  million 
unenployed  annually  —  l.U  million  on  farms  and  between  2  and  3  million 
among  rural  non-farm  people.  In  addition,  h  million  new  jobs  will  be 
needed  in  the  decade  ahead  for  rural  youths. 


Half  the  poverty  in  the  United  States  today  is  naral  poverty. 
Unfortunately  a  great  deal  of  this  is  found  on  forested  land.  Much  of 
this  land  has  good  potentials,  but  they  are  underdeveloped,  undeveloped, 
or  neglected. 


(more) 
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Farms  have  become  more  mechanized  and  more  specialized.  They  are 
becoming  fewer  in  number  and  larger  in  size.  In  many  areas  of  the  United 
States,  farming  is  a  part-time  enterprise.  The  farmer  ^d  his  family  must 
seek  off-farm  work  in  order  to  maintain  a  reasonable  standard  of  living. 

Far  too  often  off-farm  enployment  is  unavailable. 

There  are  many  unsatisfied  needs  for  land  and  water  resources.  We 
need  more  land  for  outdoor  recreation,  for  timber,  for  grazing,  for  industry, 
and  other  non-crop  uses. 

Land  for  recreation  —  especially  in  areas  near  high  population 
centers  —  is  in  greatest  demand.  People  today  have  more  time,  more  spendable 
income,  and  greater  mobility  than  ever  before.  They  are  seeking  the  out-of- 
doors  as  never  before. 

They  want  to  swim,  fish,  hunt,  boat,  picnic,  hike,  camp,  and  just 
relax  in  areas  far  removed  from  the  hustle  and  bustle  of  city  living. 

r 

Public  recreation  areas  in  many  areas  are  already  overtaxed.  Recreational 
visits  to  the  National  Forests  alone  have  increased  2ii0  percent  in  the 
past  10  years.  The  Forest  Service  and  other  agencies  are  continually 
expanding  recreational  facilities,  but  like  State  agencies  and  the 
National  Park  Service,  they  know  they  will  never  come  near  satisfying 
the  tremendous  demand.  We  must  turn  to  private  rural  land  to  meet  much 
of  our  outdoor  recreation  needs. 


(more) 
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These  are  some  of  the  problems  facing  rural  America.  What  is  the  most 
effective  way  of  approaching  them?  How  do  we  bring  about  techniques  through  which 
rural  America  can  share  in  the  national  prosperity  to  which  it  has  contributed  so 
largely? 

One  way  to  meet  the  challenges  in  rural  America  is  to  develop  new  and 
profitable  uses  for  the  resources  of  the  community  and  area.  This  can  be  --  and  is 
being  --  accomplished  through  the  Rural  Areas  Development  approach. 

This  approach  is  a  blend  of  going  programs  and  new  programs  to  focus  all 
available  resources  to  serve  locally  initiated  activities.  It  is  a  major  effort 
to  meet  the  challenge  of  imbalance  in  land  use  and  population  patterns  in  our 
rural  areas. 

We  saw  Rural  Arefts  Development  in  action  today  from  the  air  as  we  viewed  the 
conservation  patterns  in  field  after  field.  We  saw  it  on  our  motor  trip  through 
the  countryside,  and  at  each  watershed  project  we  visited. 

There  is  probably  no  better  example  of  Rural  Areas  Development  than  the  small 
watershed  program.  In  area  after  area  where  projects  have  been  developed,  the 
entire  economy  has  benefited.  Upstream  watershed  projects  have  effectively 
reduced  flooding  on  both  rural  and  urban  land.  They  have  provided  the  means  for 
additional  water  for  municipal  and  industrial  uses,  thus  making  the  area  more 
attractive  for  industrial  development.  Watershed  projects  have  formed  the 
foundation  of  water-based  recreation  developments  in  many  areas. 


(more ) 
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Through  the  Food  and  Agriculture  Act  of  19^2,  Congress  saw  fit  to 
expand  the  small  watershed  program  to  include  cost- sharing  on  public  recrea¬ 
tional  facilities  and  development  of  industrial  and  municipal  water  facilities 
for  future  use. 

Project  sponsors  may  now  receive  up  to  50  percent  of  the  cost  of 
enlarging  the  dams,  obtaining  land,  and  establishing  minimum  basic  facilities  in 
developing  recreation  areas  in  watershed  projects.  Thus  Congress  added  another 
tool  --an  extremely  important  one  --  in  the  Rural  Areas  Development  kit. 

That  wasn’t  all  Congress  did.  It  also  authorized  Rural  Renewal  Projects 
which  may  help  stem  the  tide  of  rural  poverty  in  many  areas. 

It  now  allows  the  Department  of  Agricialture  to  give  technical  help 
and  long-term  loans  in  establishing  income-producing  recreational  enterprises 
on  private  rural  land.  During  the  past  year  interest  in  this  phase  of  the 
Rural  Areas  Development  program  has  been  extremely  gratifying.  Nationally 
almost  40,000  soil  conservation  district  cooperators  discussed  the  possibility 
of  developing  recreational  facilities  on  their  land  with  district  board 
members  and  SCS  field  personnel.  More  than  9^800  have  already  established  one 
or  more  income-producing  recreational  enterprises  on  their  land.  For  10  per¬ 
cent  of  these  land  owners  and  operators,  recreation  has  become  their  primary 
source  of  income. 

In  Pennsylvania,  836  district  cooperators  indicated  an  interest  in 
recreation  for  profit  and  155  have  already  established  one  or  more  recreational 
enterprises  on  their  farms. 

(more ) 
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Congress  also  authorized  the  Cropland  Adjustment  Program  now 
underway  with  pilot  projects  in  l4l  counties.  Under  this  program  farmers 
will  be  offered  transitional  payments  for  converting  surplus  producing 
cropland  to  pasture,  trees,  and  land  for  recreational  uses. 

Congress  also  paved  the  way  for  Resource  Conservation  and 
Development  projects  which  will  enable  farmers,  city  people,  rural 
communities,  and  other  groups  to  work  together  to  improve  land  use 
patterns  and  develop  the  natural  resources  of  rural  areas . 

In  a  project  area,  USDA  programs,  both  new  and  old,  will  be  con¬ 
centrated  and  accelerated  in  an  attempt  to  provide  additional  economic 
opportunities  to  the  people.  The  success  of  the  project  --  as  with  all 
Departmental  projects  —  will  depend  on  the  effort  put  forth  by  the 
sponsoring  and  endorsing  organizations. 

The  specific  goals  will  vary  from  project  to  project  but  emphasis 
will  be  put  on  strengthening  the  family  farm  through  conservation 
planning,  on  developing  both  private  and  public  outdoor  recreational 
facilities,  on  encouraging  rural  industries  to  make  use  of  the  raw 
materials  produced  in  and  near  the  project  area,  and  on  prompting 
community  land  use  adjustments  and  facilities. 

Although  the  Soil  Conservation  Service  has  leadership  in  the 
program,  many  other  Federal  and  State  agencies  have  important  roles  to 
play  in  the  fields  of  credit,  research,  education,  cost-sharing, 
technical  help,  and  specialized  services. 


(more ) 
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This  is  one  of  our  most  promising  new  tools  for  the  development  of 
rural  America. 

In  May  of  this  year  Secretary  Freeman  announced  the  four-coianty  Lincoln 
Hills  Area  in  Southern  Indiana  as  the  first  project  \mder  this  program. 

It  is  my  pleasure  tonight  to  announce  selection  of  the  Northwestern 
Area  of  Pennsylvania  as  the  second  in  the  United  States  to  receive  Department  of 
Agricvilture  help  in  a  Resoiirce  Conservation  and  Development  project. 

This  pilot  project  in  Crawford,  Mercer,  and  Venango  Counties  will  speed 
up  water  resource  development,  recreation  and  tourist  development,  land  use 
adjustments,  and  industrial  development  in  a  riirad  area  of  more  than  1^  million 
acres  of  land,  the  largest  project  area  selected  to  date. 

The  project  is  sponsored  by  the  hoards  of  commissioners  and  soil  and 
water  conservation  districts  in  the  three  coianties.  It  has  been  endorsed  on 
behalf  of  Governor  Scranton  by  L.  H.  Bull,  Pennsylvania  Secretary  of  Agriculture, 
who  pledged  the  resources  and  assistance  of  the  State  and  its  agencies  in  forward¬ 
ing  the  planning  and  carrying  out  of  the  project. 

USDA  planning  assistance  on  the  project  will  begin  shortly  after 
Congress  approves  appropriations  for  this  work.  Initially  the  Soil  Conservation 
Service  will  assign  a  planning  staff  to  the  area  to  work  with  local  people  in 
developing  an  overall  resource  development  program  which  will  pinpoint  how 
local.  State,  and  Federal  resources  can  be  used  to  best  advantages  in  carrying 
out  this  project. 

(more) 
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j'  Once  the  plan  is  developed,  USDA  will  anticipate  giving  financial  and 

technical  help  to  the  local  groups  responsible  for  the  project. 

The  three-county  Northwestern  Area  is  rich  in  natural  beauty,  and  there  is 
great  potential  for  developing  its  reso\irces  to  serve  new  uses.  The 
area  is  not  without  its  problems.  Soil  erosion  and  poor  drainage  are  major  land 
problems.  Heavy  rains  periodically  sweep  down  the  short  steep  hills  and  flood  the 
broad  flat  valleys  below.  Damage  to  urban  aroac  is  extensive.  Idle  land  is  on  the 
increase.  There  are  inadequate  markets  for  farm  products. 

To  develop -the  area's  resources  the  project  sponsors  have  cited  the  need  for 
10  small  watershed  projects  which  would  afford  flood  protection  and  new  water 
impoundments  for  recreational  development. 


They  also  cite  the  need  for  accelerated  soil  conservation  work,  reforestation, 
expanded  manket  facilities,  and  income-producing  recreational  enterprises  on 
private  land. 


The  sponsors  feel  that  through  the  Resource  Conservation  and  Development 
Project  they  will  strengthen  the  family  farm,  improve  job  opportunities;  conserve 
and  develop  cropland  pasture  and  woodland  acreages;  and  bring  recreation  closer  to 
millions. 


It  pl  jas-.'s  me  greatly  to  see  the  initiative  and  leadership  that  has  brought 
this  project  to  the  point  it  is  today.  I  urge  orhers  to  join  this  group.  This 
project  will  provide  an  exceptional  opportunity  for  city  and  urbein  people  from 
the  8  million  living  within  easy  reach  of  this  area  to  join  with  local  people  to 
create  new  recreational  outlets. 


(more ) 
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Let  me  again  commend  you  on  the  work  you  are  doing. 

The  success  of  this  project  will  be  measured  by  the  desire  of  rural 
people  to  move  ahead  economically.  Its  success  will  depend  on  the  help  the 
rviral  people  are  offered  by  others  who  wish  to  make  rural  America  a  better 
place  to  live,  work,  and  play. 

As  you  progress  with  this  project,  you  will  be  pioneering  in  a  new 
phase  of  Rural  Areas  Development.  We  will  all  have  much  to  learn  from  this 
endeavor . 


I  wish  you  Godspeed. 


USDA  3^T^-63 
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THE  PLACE  OF  RECREATION  IN  AGRICULTURE 


Your  President  asked  me  to  talk  about  "The  Place  of  Recreation 


in  Agriculture." 


Now,  when  you  think  about  it,  what  place  does  recreation  have 
in  agriculture?  And  what  does  it  have  to  do  with  soil  conservation 
districts? 


A  quarter  of  a  century  ago,  when  soil  conservation  districts 
were  first  getting  a  start,  the  question  would  have  been  a  preposterous 
one.  And  here,  today,  the  soil  conservation  district  supervisors  of  the 
Nation’s  No.  1  agricultural  State  gather  in  that  State's  No.  1  agricultural 
covmty  to  sit  down  at  luncheon  and  talk  about- -what?  To  talk  about 
recreation.' 

Both  recreation  and  soil  conservation  districts  are  "signs  of 
the  times"  in  agricultxire .  They  are  part  and  parcel  of  the  modern  tech¬ 
nological  world  in  which  we  live.  And  it  isn't  strange  that  they  should 
come  together  in  the  most  affluent  agricultural  region  of  the  Nation. 

For  the  affluence  of  our  national  economy  creates  the  opportunity  and  the 
demand  for  recreation,  and  soil  conservation  districts  certainly  have  con¬ 
tributed  to  the  success  of  our  agriculture. 

Next  year,  I  am  told,  California  will  celebrate  the  25th  anniver¬ 
sary  of  its  soil  conservation  districts.  Undboutedly,  this  quarter  of  a. 


Address  prepared  for  delivery  by  Under  Secretary  of  Agriculture  Charles  S. 
Murphy  at  the  l8th  Annual  Convention  of  the  California  Association  of  Soil 
Conservation  Districts,  Hacienda  Motel,  Fresno,  Calif.,  Noon  (PST)  December 
5,  1983*  (Address,  due  to  Under  Secretary  Murphy's  inability  to  attend 
meeting,  is  scheduled  for  delivery  by  Hollis  R.  Williams,  Deputy  Administra 
tor  for  Watersheds,  Soil  Conservation  Service,  U.S.  Department  of 
Agriculture,  Washington,  D.C.) 
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centiiry  of  district  activities  has  been  a  major  factor  in  changing 
California's  agriculture  from  exploitive  soil  mining  to  widespread  con¬ 
servation  farming,  resulting  in  better  management  of  land  and  water,  higher 
farm  incomes,  and  great  progress  in  meeting  the  impact  of  an  expanding 
population  on  natural  resources. 

Conservation  agencies  in  your  State  excel  in  many  ways.  That  is 
true  not  only  of  soil  conservation  districts,  represented  by  this  associa¬ 
tion,  but  of  the  other  members  of  California's  conservation  team. 

The  U.S.  Department  of  Agriculture  recognizes  the  extraordinary 
accomplishments  of  your  State  Department  of  Conservation,  and  its  distin¬ 
guished  director,  DeWitt  "Swede"  Nelson.  Mr.  Nelson  has  given  outstanding 
leadership  to  the  State's  soil  and  water  conservation  program  and  is  a 
valued  member  of  the  Secretary  of  Agriculture's  Advisory  Committee  on 
Soil  and  Water  Conservation. 

I  am  pleased  to  note  that  your  163  soil  conservation  districts 
now  cover  70  percent  of  the  State's  land  area,  which  is  somewhat  more  than 
the  share  of  a  State's  non- Federal  rural  land  that  is  usually  regarded  as 
the  normal  responsibility  of  districts.  This  indicates  to  me  that  your 
districts  include  considerable  areas  of  Federal  land  and  that  desirable 
arrangements  for  Federal,  State,  and  local  cooperation  are  being  worked  out. 

So,  here  we  are  today,  in  the  richest  agricultural  area  of  the 
Nation,  to  talk  about  recreation. 

I  needn't  quote  a  lot  of  statistics  to  make  you  aware  of  the 
fantastic  demand  for  recreation  today.  Here,  in  the  most  populous  State 
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in  the  Nation,  near  the  great  metropolitan  areas  of  the  western  seaboard, 
you  see  it  all  aroiind  you- -the  congested  highways  carrying  pleasure- 
seekers  to  and  from  overcrowded  beaches  and  CTvarming  playgrounds,  the  lines 
waiting  to  tee  off  at  the  golf  courses,  strings  of  horseback  riders  on  the 
bridle  paths,  overflowing  picnic  areas  and  campgrounds. 

We  are  apt  to  think  first  of  the  more  obvious  kinds  of  amusement — 
sports  and  games  and  the  commercialized  activities  that  require  expensive 
facilities  and  concentrations  of  people.  But  there  is  also  a  growing  in¬ 
terest  among  urban  people  in  outdoor  activities  that  take  them  away  from 
noisy  crowds  and  restore  their  contact  with  the  simple  elements  of  the 
natural  environment,  such  as  our  pioneer  forefathers  knew. 

Nfost  of  you  are  familiar  by  now,  I  am  sure,  with  the  report  of 
the  Outdoor  Recreation  Resources  Review  Commission.  This  report  brought 
forcibly  to  the  attention  of  the  Federal  Government,  and  to  the  general 
public,  the  magnitude  of  outdoor  recreation  activity  and  the  prospect  that 
the  demand  would  double  by  197^  and  triple  by  the  year  2000.  It  resulted 
in  the  creation  of  a  Bureau  of  Outdoor  Recreation  in  the  Department  of  the 
Interior  and  in  broadening  the  services  of  the  Department  of  Agriculture 
for  developing  outdoor  recreation  facilities  on  private  land. 

Among  other  things,  this  3-year  study  revealed  that  the  simple 
outdoor  pursuits  that  give  opportunity  for  relaxation  and  solitude  are  the 
most  popular;  such  activities  as  picnicking,  swimming,  sightseeing,  walking 
to  scenic  points,  photography,  sunbathing,  camping,  and  trail  hiking. 

This  is  significant  to  agriculture,  of  course,  because  all  these 
activities  require  room  on  the  land.  Outdoor  recreation  is  a  land  use. 
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The  more  intensive  forms,  that  require  playing  fields  and  amusement  parks, 
take  exclusive  occupancy  of  the  tracts  devoted  to  them.  Others,  like 
hunting,  hiking,  and  sightseeing,  can  be  incidental  uses  of  cropland, 
pasture,  or  woodland,  and  can  be  combined  in  various  patterns  of  multiple 
use  of  rural  land. 

Outdoor  recreation  is  significant  to  farmers  and  ranchers,  and  to 
soil  conservation  districts,  because  of  the  impact  it  has--and  will  have 
in  the  future — on  (l)  land  and  water  resources,  and  (2)  on  family  farm 
income  and  the  rural  economy. 

The  Federal  government,  under  the  new  leadership  of  the  Bureau  of 
Outdoor  Recreation,  is  committed  to  preserving  and  increasing  recreational 
opportunities  on  public  land,  in  national  parks  and  forests,  wilderness 
areas,  seashores,  and  special  recreation  areas.  It  also  is  encouraging 
States  and  local  governments  to  acquire  land  and  expand  outdoor  recreation 
facilities. 

But  it  is  plain  that  public  lands  alone  cannot  meet  the  fore¬ 
seeable  demand  for  outdoor  recreation.  Visits  to  National  Forests  increased 
24o  percent  in  the  past  10  years;  National  and  State  Parks  experienced 
similar  increases.  Obviously,  we  cannot  expand  our  public  land  holdings 
and  facilities  at  such  a  rate. 

The  alternative  is  simple.  Three-fourth's  of  the  Nation's  land, 
and  considerably  more  than  half  of  California's,  is  privately  owned- -most 
of  it  in  the  farms  and  ranches  that  sxarround  oxar  growing  metropolitan  areas. 
This  is  where  the  demand  for  outdoor  recreation  will  have  to  be  met  for 
the  most  part — on  land  that  is  owned  and  operated  by  farmers  and  ranchers. 
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or,  perhaps,  by  a  new  class  of  entrepreneur  who  specializes  in  outdoor  re¬ 
creation  services.  In  providing  city  dwellers  and  suburbanites  with  outdoor 
fun  they  want  and  need,  the  American  farmer  can  go  far  in  solving  his  pro¬ 
blem  of  how  to  make  a  living  from  land  and  water  no  longer  needed,  or 
physically  unsuited,  for  growing  crops. 

The  Department  of  Agriculture  is  concerned  with  outdoor  recreation 
also  because  it  is  a  new  economic  product  of  the  land  with  great  potential 
for  raising  farm  family  income  and  for  strenghtening  the  rural  economy.  By 
offering  new  and  profitable  uses  for  the  resources  of  each  community  and 
area,  recreation  enterprises  can  contribute  to  our  common  goal  of  Rural 
Areas  Development. 

The  Department  of  Agriculture  is  very  serious  about  this  idea  of 
Rural  Areas  Development.  Secretary  Freeman  instituted  RAD  in  I961,  and  he 
has  directed  all  agencies  of  the  Department  to  focus  all  available  resources 
in  each  ccmmunity  or  area  on  the  central  objective  of  sound  economic  de¬ 
velopment.  In  some  parts  of  the  coxmtry,  this  effort  takes  the  form  of 
providing  new  jobs  for  underemployed  rural  people  and  developing  new  sources 
of  income  for  marginal  family  farms.  In  more  fortunate  regions,  it  may  be 
concerned  more  with  orderly  developnent  and  conservation  of  land  and  water 
resources  to  assure  economic  stability  and  the  highest  quality  of  rural 
environment  for  pleasant  living.  I  would  think  that  the  latter  might  be 
of  particular  interest  to  parts  of  California  now  feeling  the  pressures  of 
growing  population  and  spreading  urbanization. 

To  date  two-thirds  or  more  of  the  Nation's  counties  have  organized 
RAD  Committees  which  are  at  work  on  county  and  area  programs.  In  each 
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instance  this  is  a  conuntinity-wide  effort  that  brings  together  the  knowledge 
and  thinking  of  all  interests.  Soil  Conservation  Districts,  with  their 
long  experience  in  conservation  planning,  needs  studies,  and  the  like,  are 
in  a  position  to  make  a  substantial  contribution  to  this  process.  I  hope 
that  you  will  do  what  you  can  to  move  this  task  to  completion  in  California. 
State  and  coxuity  workers  should  be  encouraged  to  place  greater  emphasis  on 
RAD  planning  by  the  knowledge  that  President  Kennedy,  shortly  before  his 
death,  established  a  Rural  Development  Committee  at  cabinet  level  to  put 
the  full  force  of  Federal  departments  and  agencies  behind  the  job. 

Outdoor  recreation  developments  can  be  a  major  aspect  of  Rural 
Areas  Development.  The  U.S.  Department  of  Agriculture  has  a  number  of 
services  to  offer  in  this  activity,  some  of  them  new  and  some  of  long 
standing.  Let  me  review  them  briefly. 

Your  soil  conservation  districts  for  years  have  been  assisting 
land  cnmers  and  operators  in  the  use  of  land  and  water  in  ways  that  increase 
fish  and  wildlife  and  create  pleasant  surroundings  for  outdoor  recreation. 

As  you  well  know,  the  Department  of  Agriculture  has  helped  with  technical 
information  and  assistance,  with  educational  activities,  with  credit  and 
cost-sharing  in  its  regular  conservation  services.  More  than  a  million  farm 
ponds  and  lakes,  and  many  other  conservation  practices  that  contribute  to 
the  interest  and  beauty  of  the  rural  landscape  already  are  being  used  by 
farmers  and  ranchers  as  a  basis  for  income-producing  recreation  enterprises. 

The  Forest  Service  has  done  pioneer  work  in  developing  recreation 
facilities  on  the  National  Forests,  which  are  available  for  public  use. 

In  this  work  it  has  accumulated  a  remarkable  store  of  experience  and  infor¬ 
mation  about  such  things  as  the  construction  and  administration  of  picnic 
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areas  and  camp  grounds,  and  the  management  of  fishing  vaters  and  hunting 
areas,  which  it  is  making  available  for  use  on  private  lands. 

Small  watershed  projects  have  produced  an  unforeseen  harvest  of 
water-based  recreation  on  the  small  lakes  created  by  floodwater-retarding 
structures.  A  survey  that  has  just  come  to  my  attention  covering  91  re¬ 
servoirs  in  Mississippi  that  had  been  stocked  with  fish  two  or  more  years 
showed  that  they  provided  3^>625  visitor-days  of  recreational  use  in  I962. 

These  are  ways  in  which  the  Department  of  Agriculture  has  been 
improving  outdoor  recreation  resources  in  its  regular  work  in  recent  years. 
The  Food  and  Agriculture  Act  of  I962  authorized  additional  and  specific 
assistance  to  farmers,  ranchers,  and  other  landowners  in  developing  recrea¬ 
tion  resources  for  profit,  and  the  Secretary  has  directed  the  agencies  to 
increase  their  assistance  under  older  authorizations.  In  Secretary's 
Memorandum  I516  he  assigned  to  the  Soil  Conservation  Service  leadership 
for  the  Department's  activities  in  this  field  and  for  liaison  with  other 
Federal,  State,  and  local  agencies  assisting  with  recreation  development. 
Within  the  past  year  the  several  agencies  of  the  Department  have  worked 
together  to  formulate  policies  and  procedures  and  assemble  technical  infor¬ 
mation  for  a  vigorous  effort  to  encourage  income-producing  recreation 
enterprises  on  non-Federal  land. 

Among  other  things,  the  Food  and  Agriculture  Act  authorized  a 
Cropland  Conversion  Program  under  which  the  Department,  in  designated 
areas,  may  provide  financial  assistance  to  farmers  or  ranchers  who  convert 
cropleind  to  other  uses,  including  wildlife  habitat  and  recreation.  Transi¬ 
tion  payments  are  available  to  lessen  the  immediate  costs  of  the  shift.  The 
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Agricioltural  Stabilization  and  Conservation  Service  has  leadership  for  this 
program.  The  agreements  with  individual  landowners  are  based  on  farm  con¬ 
servation  plans  developed  through  soil  conservation  districts  with  Soil 
Conservation  Service  technical  help.  The  program  is  now  lander  way  in  4l 
pilot  coionties  in  13  States. 

Resource  Conservation  and  Developnent  Projects  are  another  new 
program  that  offers  possibilities  for  recreation  development.  These  projects 
will  be  locally  initiate.d  and  sponsored,  within  approved  areas  of  several 
adjoining  counties  or  watersheds.  They  will  concentrate  all  USDA  programs 
on  the  conservation  and  coordinated  development  of  land,  water,  and  related 
resources,  and  may  include  appropriate  developments  for  recreation.  Here, 
again,  soil  conservation  districts  will  have  a  major  role  as  local  sponsors 
and  the  Soil  Conservation  Service  will  have  responsibility  for  assistance 
in  planning  and  carrying  out  the  projects. 

Amendments  to  the  Watershed  Protection  and  Flood  Prevention  Act 
now  authorize  recreation  as  a  major  pvirpose  of  projects  and  provide  for 
cost-sharing  on  such  developments.  Federal  loans  may  also  be  made  for  the 
local  share  of  the  costs.  An  enthusiastic  response  to  this  provision  has 
already  brought  proposals  for  recreation  developments  in  50  projects,  in¬ 
cluding  the  Napa  River  and  Pine  Creek  watersheds  in  California. 

The  1962  Act  also  authorizes  USDA  to  make  loans  through  the 
Farmers  Home  Administration  to  farmers  and  rural  groups  for  developing 
income-producing  recreation  enterprises.  To  November  1  of  this  year.  111 
farm  operators  have  borrowed  a  total  of  $800,000  to  develop  camping  and 
picnic  groimds,  shooting  preserves,  and  to  build  lakes  for  fishing,  swimming. 
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and  boating.  Tv^enty-two  non-profit  associations  have  borrowed  il51,700,000 
to  finance  larger  recreation  projects. 

Cost-sharing  also  is  now  available  to  individml  farmers  and 
ranchers  through  the  Agricultural  Conservation  Program  for  specific  conser¬ 
vation  practices  of  benefit  to  wildlife  and  recreation  development. 

These,  than,  are  the  tools  the  Department  of  Agriculture  has  to 
offer  in  the  development  of  outdoor  recreation.  Hov/  can  soil  conservation 
districts  use  them?  What  is  the  place  of  recreation  in  your  programs? 

This  is  ein  area  in  which  we  are  still  feeling  our  way.  I  do  not 
think  we  have  clear  answers  yet  to  all  the  questions  regarding  recreation 
as  an  agricultural  enterprise,  or  a  clear  understanding  of  the  potential 
role  of  soil  conservation  districts  in  this  field.  I  merely  want  to  review 
some  of  my  thoughts  with  you  and  depend  on  your  experience  and  good  judg¬ 
ment  to  show  the  way. 

As  a  matter  of  fact,  your  experience  in  California  gives  us  some 
of  the  best  indications  of  what  soil  conservation  districts  can  do.  So  far 
as  I  know,  you  have  the  first  districts  to  be  organized  primarily  for  the 
pvirpose  of  conserving  and  developing  recreation  and  wildlife  resources.  If 
my  information  is  correct,  the  Suisun  (Soo-soon)  District  consists  of 
nearly  100,000  acres  of  marshland  used  mainly  for  waterfowl  habitat  and  in¬ 
cludes  among  its  cooperators  l8o  gun  clubs.  And  the  Grassland  District  uses 
low-quality  drainage  water  returned  from  irrigation  systems  to  grow  feed  and 
provide  nesting  areas  for  migratory  waterfowl.  The  State  Division  of 
Conservation,  the  Department  of  Fish  and  Game,  and  other  agencies  join  with 
the  Soil  Conservation  Service  in  providing  technical  assistance  to  these 
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districts.  This,  I  think,  is  a  notable  pioneering  example  of  the  operation 
of  soil  conservation  districts  in  this  new  field  of  land  and  water  manage¬ 
ment  for  recreation. 

Essentially,  I  think  the  primary  role  of  soil  conservation 
districts  in  recreation  develojanent,  as  in  other  aspects  of  conservation, 
is  to  coordinate  and  direct  the  efforts  of  all  agencies  and  organizations 
able  and  willing  to  help  with  the  conservation  job  in  each  individual 
district.  You  have  a  quarter  of  a  century  of  experience  in  this  type  of 
activity  and  I  am  confident  that  you  can  handle  with  equal  success  the 
problems  connected  with  recreation  land  use. 

One  problem--or  maybe  it  is  more  of  an  opportunity- -that  will 
claim  yoxir  attention  in  California  is  the  joint  use  of  private  and  public 
land  in  the  same  recreation  enterprise.  Nearly  two  years  ago  the  Department  f 

assigned  a  task  force  to  investigate  the  status  of  income-producing  recrea¬ 
tion  enterprises  on  farms  and  ranches.  In  a  few  weeks  it  assembled  infor¬ 
mation  on  more  than  700  going  private  recreation  businesses.  Some  of  the 
most  successful  were  operations  that  made  use  of  public  land — mainly  in 
National  Forests  and  National  Parks- -adjoining  a  privately  owned  base  on  a 
farm  or  ranch.  V/ith  the  large  acreage  of  public  land  you  have  in  California, 
much  of  it  of  high  scenic  and  recreational  value,  you  must  have  unusual 
opportimities  to  combine  public  and  private  land  in  the  same  operation. 

Soil  conservation  districts  and  their  technical  staffs  can  help  in  working 
out  the  sometimes  complicated  arrangements  that  will  make  these  enter¬ 
prises  successf\il,  and  at  the  same  time  protect  the  public  interest  in  the 
public  land  resources. 

I 
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As  a  final  closing  point,  I  want  to  remind  you  that  recreation  is 
only  one  of  many  new  aspects  of  land  use  and  conservation  that  face  soil 
conservation  districts  today.  I  am  sure  that  Californians  are  more  aware 
than  most  people  of  the  rapid  changes  taking  place  in  agriculture  and  in 
land  and  water  use.  Districts  that  were  organized  25,  or  20,  or  even  10 
years  ago  need  to  take  a  good  look  at  their  programs  and  objectives  and 
see  if  they  have  really  kept  abreast  of  these  changes.  They  need,  further, 
to  look  ahead,  and  to  adjust  their  programs  to  meet  the  impact  of  population 
growth  and  technological  advances  we  know  are  in  the  offing. 

This  is  a  matter  of  very  real  concern  to  Secretary  Freeman.  Early 
in  1962  he  offered  to  sign  new  Memorandums  of  Understanding  with  districts 
that  would  review  and  revise  their  programs  to  include  the  broader  aspects 
of  conservation  we  deal  with  today.  So  far,  the  Secretary  has  signed 
nearly  600  new  working  agreements  and  we  know  that  many  others  are  on  the 
way.  T\/enty-one  of  California's  districts  have  submitted  modernized  pro¬ 
grams.  I  think  you  will  agree  that  this  is  a  job  that  needs  to  be  pushed 
forward  as  rapidly  as  possible. 

I  want  to  congratulate  you  again  on  your  fine  program  at  this 
meeting  and  the  splendid  progress  you  are  making  in  the  conservation  of 
California's  land  and  water  resources.  I  am  glad  that  you  included  a  new 
topic  like  recreation  in  your  program.  It  shows  that  you  are  aware  of  the 
changing  scene  in  which  we  work,  and  that  you  are  broadening  your  objectives 
to  conserve  the  land  not  only  as  a  source  of  livelihood  but  as  a  wholesome 
and  satisfying  place  to  live  as  well. 


USDA  4058-63 


{ 


t 


Ac- 


e 


<? 


( 


U,  S»  Department  of  Agriculture 

Office  of  the  Secretary 


FOOD  POLICY  AND  FOOD  LAW 

I  am  very  glad  to  have  this  opportunity  to  speak  to  you  about  the 


'  PA 

food  policy  of  the  United  States  and  about  the  place  of  law  in  helping  to 
achieve  that  policy. 


I  would  say  that  our  food  policy  has  three  principal  aspects: 
first,  to  provide  an  abundant  supply  of  pure  and  wholesome  food  for  the 
American  people  at  reasonable  and  stable  prices;  second,  to  use  food  as  a 
means  for  achieving  a  peaceful  and  prosperous  world  through  international 
trade  and  foreign  aid;  and  third,  to  see  that  the  farmers  who  produce  the 
food  receive  a  fair  level  of  income. 


There  are  many,  many  Federal  statutes  designed  to  help  implement 
this  policy.  Some  of  these  laws  are  old;  some  are  new.  They  have  developed 
gradually  to  deal  with  the  changing  circumstances  under  which  our  Nation  has 
met  its  food  needs  since  its  beginning. 


Many  years  ago,  possibly  on  this  very  spot,  an  Indian  family  worked, 
enjoyed  life,  and  passed  on  to  their  happy  hunting  ground.  Their  life  was 
simple  because  they  spent  almost  all  their  time  working  just  to  have  enough 
to  eat.  Men  hunted,  women  grew  corn  and  beans,  children  picked  berries. 
Probably  90  percent  or  more  of  their  time  was  occupied  in  getting  food. 

Today,  in  the  20th  Century,  the  sun  still  shines  on  families  who  spend  most 
of  their  waking  hours  struggling  to  keep  their  stomachs  filled,  or  just 
partly  filled.  ■  ''  '  '' 


Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy, at  Profession 
of  Law  lecture  series,  Vanderbilt  University  Law  School,  Nashville, 
Tennessee,  7:30  p.m. ,  CST,  December  12,  1963. 
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But  we  in  the  United  States  now  take  our  food  and  full  stomachs 
for  granted.  If  we  are  hungry,  we  go  to  the  corner  grocery  or  supermarket 
or  restaurant  and  buy  what  we  want.  I  don't  think  anyone  in  the  room  ever 
heard  a  storekeeper  say,  “There's  no  food  today,  come  back  tomorrow.'*  When 
disaster  strikes  or  when  the  breadwinner’s  job  disappears,  we  have  an 
abundance  to  share  with  the  needy. 

We  accept  low-cost  food  and  interesting  menus  as  part  of  daily 
life.  Here  are  two  examples; 

Some  of  you  in  the  room  who  grew  up  in  the  depression  or  before 
may  remember  when  a  Christmas  orange  in  your  stocking  was  a  real  treat. 

Today,  we  calmly  accept  not  only  oranges,  but  avocados,  year  'round  straw¬ 
berries  and  other  fruits,  chicken  available  seven  days  a  week  —  not  just 
on  Sunday,  lettuce  from  California,  and  we  think  nothing  of  eating  these 
once-precious  foods  without  regard  to  season. 

But,  you  say,  we  have  all  these  things  because  we  are  paying  more 
for  our  food.  This  just  isn’t  true.  Our  agriculture  has  become  so  efficient 
that  we  actually  spend  a  smaller  share  of  our  income  for  food  than  any  people 
in  the  history  of  the  world  —  19  percent  of  our  take-home  pay  compared  with 
26  percent  l5  years  ago, ,, compared  with  30  percent  for  West  Europeans, 

$0  percent  or  more  for  Russians,  and  up  to  90  percent  for  many  less  developed 
nations . 


One  reason  we  have  so  many  cars,  television  sets,  suburban  homes 
and  law  schools  —  is  that  we  don’t  have  to  spend  so  much  on  food.  It’s 
because  American  farmers,  and  the  entire  food  marketing  industry  —  from 
field  to  check-out  counter  ~  are  so  efficient. 
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It  wasn't  always  this  way.  One  hundred  years  ago,  we  had  about  the 
same  number  of  farm  workers  as  today  —  seven  million.  Those  seven  million, 
working  with  hand  tools,  horses,  and  crude  implements,  grew  enough  food  for 
a  population  of  30  million.  Today's  seven  million  farm  workers  grow  enough 
to  feed  190  million  of  us,  to  sell  billions  of  dollars  of  agricultural 
commodities  abroad,  and  to  aid  the  developing  nations  through  Food  for  Peace 
as  well  as  care  for  ojar  own  needy. 

So  today's  farmers  --  seven  percent  of  us  —  produce  five  times 
more  than  their  great-grandfathers  did,  enabling  the  other  93  percent  of  us 
to  live  better  and  enjoy  modern  life.  If  we  farmed  today  the  way  we  did  100  years 
ago,  we  would  need  UO  million  farm  workers  --  half  our  work  force  --  and  we 
still  wouldn't  be  as  well  fed  as  we  are. 

Whether  this  dramatic  improvement  of  the  past  century  came  about 
because  of  the  Department  of  Agriculture,  or  in  spite  of  it,  may  be  a  matter 
for  dispute.  But  the  weight  of  evidence  is  that  the  Department,  in  partnership 
with  the  farmer,  played  no  small  part  in  helping  to  bring  about  the  space  age. 

In  any  event,  the  Congress  seems  to  think  the  Department  does  a 
good  job,  because  for  the  past  100  years  they  have  been  loading  one  job  after 
another  on  USDA,  until  today  we  have  more  varied  activities  than  any  other 
Federal  agency. 

This  growth  in  USDA  responsibility  and  the  remarkable  increase  in 
the  efficiency  of  American  farms  has  been  accompanied  by  another  phenomenon, 
the  development  of  our  food  marketing  system.  A  hundred  years  ago,  most  people 
who  ate  green  beans  went  out  in  the  garden  and  picked  them.  Marketing  was  a 
quick  trip  from  the  back  yard  to  the  kitchen.  Today  it's  different. 


(more) 


USDA  iil82-63 


The  beans  are  grown  where  they  grow  best,  often  hundreds  of  miles  from  your 
home,  and  you  pick  them  up  at  the  frozen  food  counter  in  the  corner  super¬ 
market.  A  lot  of  things  have  happened  in  between.  That’s  the  marketing  system. 

The  marketing  system  is  taking  more  and  more  of  our  food  dollar. 
Fifteen  years  ago  it  was  k9  cents.  This  year  we  e3q)ect  it  to  be  63  cents. 

That  leaves  37  cents  for  the  farmer,  from  each  dollar  we  spend  for  food.  So 
you  see  that  the  man  who  produces  the  food  you  eat  gets  only  about  l/3  of 
the  19  percent  of  your  income  you  spend  on  food.  In  other  words,  he  —  the 
farmer  —  feeds  the  rest  of  us  for  about  7  percent  of  our  income.  You  might 
remember  that  the  next  time  you  hear  anyone  conplain  about  the  farm  problem. 

Not  only  does  the  marketing  system  take  most  of  your  dollar  spent 
for  food,  but  it  also  provides  more  jobs  than  there  are  in  agricultural 
production.  I  do  not  mean  to  say  or  imply  that  it  is  bad  for  this  much 
money  and  this  many  people  to  be  involved  in  the  food  marketing  system. 

The  only  point  I  want  to  make  is  that  it’s  important,  and  that  if  we  are 
going  to  provide  abundant  food  for  the  American  people  at  reasonable  prices, 
we  must  pay  major  attention  to  the  marketing  system  as  well  as  the  production 
system,  USDA  does  exactly  that,  although  relatively  few  people  realize  it. 

USDA’s  work  in  marketing,  as  well  as  in  agricultural  production, 
conservation,  research,  and  in  a  host  of  other  fields,  is  founded  in  Federal 
law.  Our  formal  cooperation  with  the  States  and  their  local  subdivisions 
such  as  soil  conservation  districts,  municipalities,  school  districts  and 
so  on,  in  many  activities  is,  in  addition,  based  on  State  law. 
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Fortunately  for  you  and  for  me  —  and  for  the  legal  profession 
generally  —  the  Department  of  Agriculture,  like  most  major  enterprises, 
needs  legal  services.  Our  General  Counsel,  a  native  South  Carolinian  "who 
received  his  legal  education  at  the  University  of  Kentucky  and  the  University 
of  Michigan,  heads  an  office  of  some  200  lawyers,  125  of  whom  are  in  Washington 
and  75  in  regional  and  branch  offices  throughout  the  countiy.  We  also  have 
many  lawyers  in  the  Department  in  administrative  positions,  including  the 
Secretary  of  Agriculture  himself.  The  200  lawyers  in  the  General  Counsel’s 
Office  come  from  about  [|.0  States  and  75  different  law  schools.  We  do  not  have 
a  lawyer  on  our  staff  who  graduated  from  your  law  school,  but  our  General 
Counsel  tells  me  that  this  is  not  our  fault.  He  was  here  early  this  year 
talking  with  Dean  Wade  about  graduates  who  might  be  interested  in  our  xijork. 
Unfortunately,  despite  our  efforts,  we  were  unable  to  employ  anyone  from  the 
graduating  class  last  June. 

When  we  examine  some  of  the  legal  responsibilities  of  the  Department 
of  Agriculture,  we  can  see  why  we  need  these  lawyers.  You  hear  a  lot  of  talk, 
mostly  loose  talk,  about  how  we  control  or  "regiment"  farmers.  You  don’t  hear 
nearly  so  much  about  how  we  control  the  food  marketing  industry,  but  that  is 
where  most  of  the  regulating  takes  place.  I  might  add  also  that  the  food 
industries  which  we  regulate  do  not  have  an  opportunity  to  vote  in  a  referendum 
on  whether  or  not  they  want  to  be  regulated,  a  choice  which  the  farmers  have, 
as  I  shall  explain  later. 

All  in  all,  I  believe  the  Department  of  Agriculture  administers  the 
most  comprehensive  group  of  regulatory  laws  of  any  Department  or  agency  of  the 
Federal  Government.  When  you  think  of  Federal  regulatory  activities,  you  are 
likely  to  have  in  mind  such  independent  agencies  as  the  Interstate  Commerce 
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Commission,  the  Federal  Trade  Commission,  and  the  Securities  and  Exchange 
Commission,  probably  because  these  agencies  have  no  function  except  in  the 
regulatory  field.  On  the  other  hand,  the  Department  of  Agriculture  is  an 
executive  Department  administering  a  wide  variety  of  programs  in  addition  to 
the  regulatory  programs,  which  are  administered  through  separate  organizational 
units  ii)ithin  the  Department.  The  first  Hoover  Commission,  set  up  to  study 
Government  reorganization,  in  one  of  its  reports  in  19h9  stated; 

"The  Department  of  Agriculture  is  one  of  the  largest 
regulatory  agencies  in  the  Federal  Government,  It 
administers  the  greatest  number  of  regulatory  acts  of 
any  Federal  agency  —  acts  which  vary  widely  in  subject 
matter  and  in  administrative  and  enforcement  procedures  — 
and  has  had  long  experience  in  the  regulatory  field. " 

Some  of  the  regulatory  Acts  administered  by  the  USDA  are  as 

follows : 

1.  The  Packers  and  Stockyards  Act. 

2.  Agricultural  Marketing  Agreement  Act  of  1937. 

3.  The  Agricultural  Adjustment  Act  of  1938. 

k*  The  Perishable  Agricultural  Commodities  Act. 

5.  The  Federal  Seed  Act. 

6.  The  Federal  Insecticide,  Fungicide  and  Rodenticide  Act. 

7.  The  Meat  Inspection  Act. 

8.  The  Poultry  Products  Inspection  Act. 

9.  The  United  States  Grain  Standards  Act. 

10.  The  Sugar  Act. 

11.  The  Commodity  Exchange  Act. 

12.  The  United  States  Warehouse  Act. 
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13.  The  Virus -Serum- Toxin  Act, 

111.  The  Anti -Hog-Cholera  Serum  and  Hog-Cholera  Virus  Marketing 
Agreement  Act, 

When  the  Hoover  Commission  says  these  Acts  vary  TKiidely  in  subject 
matter,  it  means  we  regulate  a  large  number  of  different  industries.  When 
the  Commission  says  these  Acts  vary  widely  in  administrative  and  enforcement 
procedures,  that  is  a  considerable  understatement. 

Each  of  these  laws  differs  from  the  others,  and  all  of  them  differ 
from  regulatory  laws  administered  by  other  agencies.  They  have  many  variations 
and  innovations  otherwise' unknown  in  the  field  of  administrative  law.  In  the 
laws  administered  by  the  USDA,  unique  procedures  are  commonplace.  Each  of 
them  appears  to  have  been  designed  on  a  wonderfully  pragmatic  basis  to  get  a 
job  done. 


There  are  two  things  these  laws  have  in  common;  first,  they  are  all 
designed  to  help  achieve  the  food  policy  I  have  described;  second,  the 
Secretary  of  Agriculture  is  responsible  for  administering  all  of  them  — 
along  with  his  other  duties.  I  can  tell  you  that  the  Secretary  of  Agriculture 
is  a  very  busy  man. 

The  most  remarkable  thing  about  this  corplex  of  regulatory  laws, 
perhaps,  is  the  fact  that  on  the  whole  it  works  extremely  well. 

The  Department’s  litigation  under  regulatory  statutes  has  resulted 
in  some  of  the  more  important  cases  in  the  field  of  constitutional  and 
administrative  law.  All  students  of  administrative  law  are  familiar  with 
the  Morgan  cases  (298  U.S.  Ii68;  30li  U.S.  1;  307  U.S.  l83j  313  U.S.  U06) 
dealing  with  the  requirements  of  a  fair  hearing,  which  arose  under  the 
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Packers  and  Stockyards  Act,  and  with  U«  S.  v,  Rucizka  (329  U.S.  287)  dealing 


with  the  exhaustion  of  administrative  remedies,  which  arose  under  the 

Agricultural  Marketing  Agreement  Act  of  19^7.  Stafford  v.  Wallace 

(258  U.  S.  ii95)  and  Wickard  v.  Filburn  (317  U.S.  Ill)  involving  the  Packers 

and  Stockyards  Act  and  the  Agricultural  Adjustment  Act  of  1938,  respectively, 

are  landmark  cases  on  the  constitutional  power  of  Congress  to  regulate 

commerce. 

I  will  not  impose  upon  your  time  to  discuss  all  of  the  regulatory 
laws  administered  by  the  Department  or  to  go  into  great  detail  about  any  one 
of  them.  I  do  want,  however,  to  discuss  the  more  important  laws  to  give  you 
some  idea  of  the  nature  and  extent  of  the  Department’s  regulatory  activities. 

Some  of  the  regulatory  laws,  such  as  those  dealing  with  the 
inspection  of  meat  and  poultry,  are  primarily  concerned  with  the  protection 
of  consumers.  Other  laws,  such  as  the  Agricultural  Adjustment  Act  of  1938, 
place  major  emphasis  upon  protection  of  farmers  against  low  farm  prices. 

Still  others,  such  as  the  Perishable  Agricultural  Commodities  Act,  are 
designed  mainly  to  protect  those  whose  business  it  is  to  handle  and  distribute 
our  food  supply.  Actually,  the  interest  of  all  three  groups  —  farmers, 
food  dealers,  and  consumers  —  is  involved  in  each  of  these  laws.  If  farmers 
are  unable  to  produce  in  sufficient  quantity  because  of  defective  seed,  lack 
of  poisons  to  control  insects  and  other  pests,  or  because  of  ruinously  low  farm 
prices,  it  is  perfectly  obvious  that  the  interest  of  the  food  "middleman'* 
and  the  consumer  will  suffer. 

The  Department’s  regulatory  programs  cover  practically  all  phases 
of  the  production  and  marketing  of  farm  crops  and  the  processing  of  food 
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products.  We  regulate  the  sale  of  seed  to  farmers  to  plant  their  crops.  The 
applicable  law,  the  Federal  Seed  Act,  requires  that  all  seed  marketed  in 
interstate  or  foreign  commerce  be  accurately  labeled  as  to  variety,  percentage 
of  germination,  place  of  origin,  etc.,  to  insure  the  purchasers  sound, 
productive  seed  for  planting.  The  seed  must  also  be  free  of  noxious  weeds, 
lest  the  harvest  be  one  of  tares  rather  than  grain.  Seeds  marketed  in 
violation  of  the  Act  are  subject  to  seizure.  The  Secretary  also  may,  after 
hearing,  issue  cease  and  desist  orders  against  those  guilty  of  violating 
the  Act,  and  severe  penalties,  both  civil  and  criminal,  are  provided. 

The  Department  has  responsibilities  relating  to  the  protection  of 
crops,  livestock  and  humans  against  insects,  rodents,  fungi,  weeds  and  other 
pests  under  f-he  Federal  Insecticide,  Fungicide  and  Rodenticide  Act.  This  Act 
provides  for  the  regulation  of  the  marketing  of  so-called  economic  poisons 
and  pest  control  devices  so  that  only  the  safe  and  effective  poisons  and 
devices  are  obtainable.  An  "economic  poison"  is  any  substance  intended  as 
protection  against  insects,  fungi,  weeds  and  other  such  pests,  including 
also  substances  used  as  plant  regulators,  defoliants,  and  desiccants  (drying 
agents).  All  economic  poisons  to  be  marketed  in  interstate  or  foreign  commerce 
must  be  registered  with  the  Department,  but  before  registration  is  granted, 
they  must  be  shown  to  be  safe  and  effective  and  otherwise  in  compliance  with 
the  Act,  including  proper  labeling  for  the  protection  of  the  public.  If  the 
poison  does  not  meet  the  requirements  of  the  Act,  the  Secretaiy  may  refuse  to 
register  the  product,  except  under  protest.  The  effect  of  registration  under 
protest  is  that  if  the  manufacturer  proceeds  to  market  the  product  and  the 
Department  establishes  that  it  fails  to  meet  the  requirements  of  the  Act,  the 
manufacturer  is  subject  to  severe  penalties.  Note  that  the  Secretary  must 
register  the  product  under  protest  and  the  burden  then  shifts  to  him  to  show 
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in  the  comrts  that  it  does  not  meet  the  requirements  of  the  Act.  Meanwhile, 

the  product  can  be  marketed  in  interstate  commerce.  We  are  now  trying  to  get  ^ 

this  provision  of  the  law  changed. 

The  Department  also  regulates  the  manufacture  and  marketing  of 
viruses,  serums  and  other  antibiotics  for  animals  under  the  V irus -Serum~Toxin 
Act;  regulates  the  manufacture,  inventories,  sale  and  pricing  of  anti-hog- 
cholera  serums,  viruses  and  toxins  under  the  Anti-Hog-Cholera  Serum  and  Hog- 
Cholera  Virus  Marketing  Agreement  Act;  and  protects  crops  and  livestock  from 
diseases  and  pests  under  a  host  of  plant  and  animal  quarantine  acts.  These 
quarantine  laws  are  administered  by  our  Agricultural  Research  Service. 

From  time  to  time  they  erect  a  quarantine  barrier  around  a  State  and  won't  let 
any  hogs,  for  exaii^ile,  be  carried  in  or  out.  The  authority  of  the  Secretary 
in  this  respect  has  been  litigated  and  held  to  be  constitutional. 

I 

Turn  now  to  laws  regulating  the  processing  and  marketing  of  our 
food  supply  once  it  leaves  the  farm. 

The  Packers  and  Stockyards  Act,  enacted  in  1921,  is  a  comprehensive 
scheme  for  the  economic  regulation  of  a  large  industry.  It  was  intended  to 
go  beyond  the  Sherman  Anti-trust  Act,  section  2  of  the  Clayton  Act,  and  section 
5  of  the  Federal  Trade  Commission  Act,  all  dealing  with  monopolies  and  other 
unfair  trade  practices.  It  is  divided  into  three  parts;  first,  regulation 
of  packers  and  live  poultry  dealers  and  handlers;  second,  regulation  of 
stockyards,  market  agencies  and  dealers;  and  third,  regulation  of  live  poultry 
dealers  and  handlers  at  designated  markets. 

The  Packers  and  Stockyards  Act  is  administered  by  the  Packers  and 


Stockyards  Division  of  the  Agricultural  Marketing  Service.  The  Packers  and 

(more)  USD A  U182-63 


I 


-  11  - 


Stockyards  Division  is  one  of  17  operating  divisions  in  the  MS,  which  in 
turn  is  one  of  17  operating  agencies  in  the  USDA.  Seventeen  times  17  is  289, 
so  you  might  infer  that  the  Secretary  of  Agriculture  can  give  l/289th  of  his 
time  to  this  activity  —  a  little  over  one  working  day  a  year.  Let's  take  a 
look  at  the  three  parts  of  this  activity  for  which  the  Secretary  is  responsible 
with  such  time  as  he  can  devote  to  it, 

1,  Title  II  of  the  Act  makes  it  unlawful  for  any  packer 
or  live  poultry  dealer  or  handler,  with  respect  to  live¬ 
stock,  meats  and  meat  products,  and  poultry  and  poultry 
products,  to  engage  in  certain  undesirable  trade  practices, 
such  as  price  discrimination  among  buyers  and  agreements 

or  arrangements  to  apportion  territory  for  carrying  on 
business.  If  the  Secretary  finds  that  any  packer  or  live 
poultry  dealer  or  handler  has  violated  the  Act,  he  may 
issue  a  cease  and  desist  order.  Such  an  order  is  subject 
to  review  by  the  United  States  Court  of  Appeals  for  the 
district  where  the  respondent  resides.  Substantial 
penalties  are  provided  for  violation  of  these  orders. 

These  are  involved  and  lengthy  proceedings,  comparable 
to  those  under  the  anti-trust  laws  administered  by  the 
Federal  Trade  Commission  and  the  Department  of  Justice. 

2,  Title  III  of  the  Act  makes  it  unlawful  for  stock- 
yards,  market  agencies  and  livestock  dealers,  that  is, 
those  marketing  livestock,  to  engage  in  certain  designated 
unfair  trade  practices,  such  as  fraudulent  accounting  in 
the  marketing  of  livestock.  The  Secretary  is  authorized 
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to  undertake  three  kinds  of  administrative  proceedings: 
first,  he  may,  if  commission  or  stockyard  rates  charged 
are  unfair  or  discriminatory,  fix  the  rates  to  be  chargedj 
second,  he  may,  if  he  finds  that  the  prohibited  practices 
have  been  engaged  in,  issue  a  cease  and  desist  order  and 
suspend  registration^  and  third,  persons  who  claim  they 
have  been  damaged  by  reason  of  violations,  of  certain 
sections  of  the  Act  may  file  a  complaint  with  the  Depart¬ 
ment,  and  if  it  is  found  that  they  have  been  so  damaged, 
the  Secretary  may  issue  an  order  awarding  damages.  If 
such  a  reparation  order  is  not  paid,  the  person  to 
whom  the  award  was  made  may  bring  an  action  in  any  Federal 
or  State  court.  In  that  event,  the  trial  of  the  issues 
involved  proceeds  as  a  trial  ^  novo,  except  that  the 
findings  made  in  the  reparation  order  are  deemed  to  be 
prima  facie  evidence. 

3.  Title  V  of  the  Act  deals  only  with  live  poultry 
dealers  and  handlers  in  designated  markets.  The  Secretary 
is  authorized  to  designate  cities  and  places  in  or  near 
cities  where  he  finds  that  trading  in  poultry  is  fraught 
with  unfair,  deceptive  and  fraudulent  trade  practices. 

Once  so  designated,  all  live  poultry  dealers  and  handlers 
in  the  area  must  be  licensed  and  must  con^Dly  with  the 
provisions  of  law  applicable  to  licensees.  A  license 
may  be  denied  if  it  is  determined  that  the  applicant  is 
unfit  for  licensing  because  of  previous  violations  or  a 
lack  of  financial  responsibility.  A  license  may  also  be 
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suspended  or  revoked  if  the  licensee  has  engaged  in 
practices  prohibited  by  the  Act.  The  Secretary  also 
may  issue  cease  and  desist  orders  against  violators 
and  may  fix  rates  to  be  charged  by  licensees  for  handling 
poultry,  if  he  finds  that  the  rates  charged  are  unfair, 
unreasonable  or  discriminatory. 

You  will  note  that  this  statute  encompasses  all  four  of  the  main 
aspects  of  administrative  regulations:  prevention  of  unfair  or  discriminatory 
practices;  rate  fixing;  reparations;  and  licensing.  I  know  of  no  other  Federal 
regulatory  agency,  other  than  the  Interstate  Commerce  Commission,  that  is 
charged  with  exercising  all  four  of  these  functions  with  respect  to  any  industry. 
The  ICC  performs  its  functions  with  11  Commissioners  and  a  staff  of  about  2,14.00. 
The  Packers  and  Stockyards  Division  performs  its  fiinctions  with  one  Director 
^  and  a  staff  of  about  180.  The  Director  holds  a  GS-16  grade  in  the  classified 
civil  service.  The  ICC  has  17  employees,  in  addition  to  the  Commissioners, 
who  hold  a  higher  grade.  The  Director  of  the  P  &  S  Division  happens  to  be  a 
lax^iyer. 


To  give  you  some  idea  of  the  magnitude  of  the  job  —  the  stockyards 
posted  under  the  Act  number  2,250;  the  market  agencies  and  dealers  registered 
number  17,000;  and  the  packers  reporting  under  regulation,  3,300.  The  annual 
value  of  meat  marketed  is  about  $18  billion. 

Now,  to  move  on. 

The  Perishable  Agricultural  Commodities  Act,  enacted  in  1930,  is 
intended  to  suppress  unfair  and  fraudulent  practices  in  the  marketing  of  fresh 
and  frozen  fruits  and  vegetables  in  interstate  commerce. 
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The  Act  prescribes  standards  of  conduct  for  sellers,  buyers,  and 
brokers  in  the  marketing  of  fresh  and  frozen  fruits  and  vegetables  in  inter¬ 
state  commerce.  Such  persons  are  subject  to  licensing  and  may  legally  engage 
in  this  business  only  if  they  hold  a  valid  and  effective  license  issued  by  the 
Secretary  of  Agriculture.  The  Act  prohibits  certain  unfair  practices,  which 
include:  (l)  Failure  to  deliver  produce  in  accordance  with  a  contract;  (2) 
unwarranted  rejection  of  produce;  and  (3)  failure  to  pay  promptly  for  produce. 
The  Act  confers  on  the  Secretary  quasi- judicial  power  to  hear  and  decide 
disputes  between  parties  to  a  transaction  subject  to  the  Act  and  to  award 
monetary  damages  to  the  injured  party.  These  proceedings  are  similar  to  the 
reparation  proceedings  under  the  Packers  and  Stockyards  Act.  A  reparation 
award  cannot  be  docketed  as  a  money  judgment,  but  unless  it  is  paid  or 
appealed  to  a  Federal  district  court  within  a  prescribed  time,  the  license 
of  the  party  against  whom  the  award  was  made  is  automatically  suspended  until 
payment  is  made.  This  procedure  provides  a  unique  and  very  effective  method 
of  collection,  since  suspension  of  a  license  means  that  the  person  cannot 
legally  engage  in  the  interstate  produce  business  either  as  a  purchaser, 
seller,  or  broker.  If  a  person  continues  to  operate  after  his  license  has 
been  suspended,  the  Act  provides  for  substantial  civil  penalties  for  each 
day  of  operation  and  also  provides  for  the  issuance  of  an  injunction, 

A  party  against  whom  a  reparation  award  is  made  has  the  right  to 
appeal  to  a  Federal  district  court.  However,  he  must  post  a  bond  of  double 
the  amount  of  the  award  to  insure  collection  thereof  and  payment  of  costs 
and  attorneys’  fees  in  the  event  the  decision  of  the  Secretary  is  sustained. 
Upon  any  such  appeal,  the  appellant  is  entitled  to  a  trial  ^  novo,  except 
that  the  findings  of  fact  in  the  reparation  order  constitute  prima-facie 
evidence  of  the  facts  stated  therein. 
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The  Act  further  provides  for  disciplinary  proceedings  instituted  by 
the  Department,  ■which  are  formal  adjudication  proceedings,  for  the  purpose  of 
revoking  or  suspending  a  license.  These  proceedings  are  not  dependent  upon 
the  pendency  of  a  reparation  proceeding  or  the  existence  of  a  reparation  award, 
but  may  be  instituted  for  a  variety  of  reasons  based  upon  violations  of  the 
Act  by  the  licensee. 

This  Perishable  Agricultural  Commodities  Act  is  administered  by 
another  of  the  17  operating  agencies  of  AIIS,  which  is  also  headed  by  another 
GS-I6  career  man.  Under  this  Act,  he  has  22,500  licensees  to  look  after  — 
and  the  retail  value  of  fresh  fruits  and  vegetables  marketed  in  1962  was 
$6.5  billion.  In  addition,  this  division  has  some  other  functions  to  keep 
it  busy,  as  it  is  responsible  for  more  than  hO  marketing  orders  for  fruits 
and  vegetables,  and  also  conducts  large-scale  purchase  operations  to  remove 
surplus  fruits  and  vegetables  from  the  market  and  channel  them  into  school 
lunches  and  other  food  distribution  programs  of  the  Department. 

It  should  be  understood,  of  course,  that  all  these  administrative 
units  in  the  Department  obtain  their  legal  services  from  the  Office  of  the 
General  Counsel. 

Let’s  turn  now  to  some  regulatory  Acts  that  are  based  mainly  on 
health  considerations  rather  than  economic  considerations. 

The  Poultry  Products  Inspection  Act  and  the  Meat  Inspection  Act 
require  that  all  meat,  meat  food  products,  and  poultry  and  poultry  prodiicts 
processed  for  shipment  in  interstate  or  foreign  commerce  be  processed  in 
official  establishments  subject  to  continuous  inspection  by  official  inspectors 
of  the  USDA  as  to  the  health  of  animals  to  be  handled  in  the  establishment. 
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the  sanitary  conditions  of  the  establishment  and  processing  procedures  used, 
including  the  wholesomeness  of  the  products  to  be  moved  from  the  establishment,  ( 
No  meat  or  meat  food  product,  or  poultry  or  poultry  product,  may  move  in 
interstate  or  foreign  commerce  unless  it  has  been  officially  inspected  and 
passed  for  wholes omeness  and  bears  the  official  inspection  mark.  In  addition, 
all  labeling  on  such  products  is  required,  under  the  regulations  of  the 
Department,  to  be  approved  to  prevent  misrepresentation.  Any  product  found 
to  be  unwholesome  or  adulterated  is  subject  to  being  condemned  by  the 
official  inspector  and  disposed  of  so  as  to  prevent  its  use  for  human 
consumption. 

With  respect  to  poultry  and  poultry  products,  the  Secretary,  upon 
application  of  the  State  or  local  government  officials  responsible  for 
insuring  the  wholesomeness  of  such  products  in  the  area,  or  upon  application 
of  an  appropriate  local  poultry  industry  group,  may  designate  a  major  marketing  (j 
area  and,  upon  such  designation,  the  handling  of  poultry  and  poultry  products 
in  such  area,  regardless  of  whether  they  move  in  interstate  commerce  or  not, 
are  subject  to  the  requirements  of  the  Act,  This  is  a  novel  approach  to 
reconciling  the  exercise  of  State  and  Federal  functions  in  a  particular  area. 

Here  again  a  reference  to  the  volume  of  business  regulated  may 
help  to  indicate  the  importance  of  the  function.  We  have  over  3^600  meat 
inspectors  each  of  whom,  on  the  average,  inspects  over  30,000  animal  carcasses 
annually  as  they  move  through  the  packing  plants.  We  also  have  over  1,800 
poultry  inspectors,  each  of  whom,  on  the  average,  inspects  over  1  million 
poultry  animals  yearly.  The  big  difference  per  man  is  because  a  steer  is 
much  bigger  than  a  chicken.  In  either  case,  the  inspector  does  not  have 
much  time  per  animal.  But  if  he  finds  the  animal  to  be  unwholesome,  he 
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condemns  it  on  the  spot.  The  packer  can  obtain  a  prompt  "on  the  spot"  review 
inspection  by  a  supervising  veterinary  inspector.  You  can't  keep  a  freshly- 
slaughtered  steer  around  very  long  as  an  object  of  litigation. 

It  was  the  adulteration  provisions  of  the  Meat  Inspection  Act  that 
gave  rise  to  the  most  celebrated  legal  proceeding  in  my  time  at  the  USDA. 

The  basic  question  involved  was  how  much  water  a  packer  could  inject  into  the 
hind  leg  of  a  hog  and  still  sell  the  whole  thing  as  ham.  We  finally  worked 
out  a  solution  with  the  packers  that  made  it  possible  to  put  an  end  to  the 
litigation,  but  I  am  afraid  some  bad  law  had  been  made  in  the  meantime. 

The  Agricultural  Marketing  Agreement  Act  of  1937  authorizes  a  type 
of  regulation  which  impinges  upon  the  marketing  process  in  a  way  different 
from  that  discussed  up  to  this  point.  The  Act  provides  for  the  regulation 
of  milk,  and  fruits,  vegetables,  and  some  other  commodities,  uiider  marketing 
orders . 


As  to  milk,  the  Act  authorizes  the  Secretary  to  issue  orders 
establishing  minimum  prices  which  handlers  must  pay  for  milk  purchased  from 
producers  for  a  given  marketing  area.  There  is  no  authority  to  control  the 
amount  of  milk  which  a  farmer  may  sell  or  a  handler  may  buy.  Likewise,  there 
is  no  authority  to  regulate  the  quality  or  grade  of  milk  sold. 

The  Act  directs  the  Secretary  to  establish  prices  for  milk  which 
will  reflect  economic  conditions  affecting  supply  and  demand,  assure  an 
adequate  supply  of  fluid  milk,  and  be  in  the  public  interest.  These  milk 
orders  lend  stability  to  the  dairy  industry  and  thereby  protect  the  interest 
of  both  farmers  and  consumers. 
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We  have  83  milk  marketing  orders  in  effect  throughout  the  country. 

More  than  18^,000  farmers  deliver  milk  to  handlers  regulated  by  milk  orders,  ( 
and  the  population  of  the  areas  covered  by  these  orders  is  about  60  percent 
of  the  non-farm  population  of  the  continental  United  States, 

These  milk  orders  can  be  issued  only  on  the  basis  of  evidence 
presented  at  a  public  hearing  conducted  in  accordance  with  the  formal  rule- 
making  procedures  prescribed  by  the  Admirxistrative  Procedure  Act,  Oddly 
enough,  the  hearing  examiner  who  conducts  the  hearing  has  nothing  to  do  with 
formulating  or  recommending  the  order.  The  proposed  order  is  formulated  by 
the  Secretary,  with  the  assistance  of  the  MS  and  one  of  its  17  divisions  — 
this  time  the  Milk  Order  Division  of  AMS,  The  proposal  is  then  submitted 
to  a  vote  by  the  farmers  affected  and  becomes  effective  only  if  approved  by 
two-thirds  of  them.  As  you  will  note,  a  peculiar  feature  of  the  law  here 
is  that  the  parties  regulated,  that  is,  the  handlers  of  milk,  are  not  the  | 

ones  who  determine  whether  they  shall  be  regulated  —  the  farmers  do  that. 

Any  handler  subject  to  a  milk  order  may,  after  the  order  becomes 
effective,  contest  the  legality  of  it,  or  any  action  thereunder,  by 
administrative  proceedings,  with  the  further  right  to  judicial  review  of 
the  decision  in  the  administrative  proceeding. 

The  authority  of  this  Act  with  respect  to  fruits,  vegetables,  and 
other  commodities  provides  for  the  regulation  of  volume,  grade,  size  and 
quality  of  the  commodity,  with  authority  to  establish  surplus  "pools”  for 
the  purpose  of  diverting  surpluses  from  normal  marketing  channels.  There 
is  no  authority  to  fix  minimum  prices  as  in  the  case  of  milk.  Otherwise, 
the  same  provisions  of  law  which  apply  to  milk  orders  also  apply  to  these  orders. 
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The  provisions  of  the  order  are  formulated  without  the  advice  of  the  examiner 
who  conducts  the  hearing  and  are  put  into  effect  by  vote  of  the  farmers  who 
are  not  regulated  rather  than  by  vote  of  the  handlers  who  are.  There  are 
such  orders  in  effect,  covering  production  areas  in  27  States. 

Moving  on,  we  come  to  the  Sugar  Act,  which  among  regulatory  statutes  is 

simply  the  "most"  and  the  regulated  industry  loves  it --in  general,  at  least,  if 
not  in  every  particular. 

This  Act  provides  a  regulatory  program  designed  to  assure  an 
adequate  supply  of  sugar  at  prices  fair  to  both  producers  and  consumers. 

This  country  has  never  produced  enough  sugar  to  meet  our  requirements.  We 
produce  in  the  States,  and  in  Puerto  Rico  and  the  Virgin  Islands,  approxi¬ 
mately  two-thirds  of  our  total  requirements.  The  balance  is  imported  from 
foreign  countries. 

Since  the  early  days  of  the  Republic,  it  has  been  considered 
necessary  to  protect  the  domestic  producers  of  sugar  from  foreign  competition. 
Most  of  the  exporting  countries  of  the  world  can  produce  sugar  cheaper  than 
we  can  in  the  United  States,  primarily  because  of  lower  labor  costs. 

Historically,  the  protection  to  the  domestic  sugar  industry  has  taken  the 
form  of  a  tariff  on  imported  sugar.  Eventually,  however,  the  tariff  proved 
to  be  ineffective,  and  the  Congress  in  193ii  passed  an  Act  establishing  a 
quota  system  to  control  the  marketings  of  sugar  and  a  payment  program  to 
protect  the  income  of  growers  of  sugarcane  and  sugar  beets. 

Each  year  in  December,  the  Secretary  of  Agriculture  estimates  our 
total  sugar  requirements  for  the  next  calendar  year.  The  quantity  of  sugar 
so  estimated  is  divided  among  domestic  areas  and  foreign  countries  in  the 
form  of  quotas.  The  quota  thus  established  for  each  area  or  country 
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represents  the  quantity  of  sugar  "which  the  area  or  country  may  market  in  the 
continental  United  States  diiring  the  calendar  year.  ( 

The  Secretary  of  Agriculture  also  is  authorized  to  allot  the  sugar 
quota  for  any  area  among  those  who  market  or  import  sugar  within  the  area 
quota.  There  is  no  authority  in  the  Act  to  allot  or  "ration"  sugar  to  con¬ 
sumers.  The  purpose  of  the  allotment  procedure  is  to  assure  that  the  area 
quota  will  be  marketed  in  an  orderly  and  efficient  manner  and  so  as  to  provide 
each  processor  or  other  marketer  a  fair  share  of  the  area  quota.  The  allotments 
are  established  by  the  Secretary  under  standards  prescribed  in  the  Act  and  on 
the  basis  of  evidence  adduced  at  a  public  hearing.  Any  allottee  aggrieved  by 
the  action  of  the  Secretary  may  obtain  judicial  review  of  the  allotment  by  the 
timely  filing  of  a  petition  for  review  in  the  United  States  Court  of  Appeals. 

In  addition  to  the  regulation '\of  sugar  marketings,  the  Sugar  Act  ^ 

also  authorizes  payments  to  domestic  growers  of  sugar  beets  and  sugarcane 
who:  (l)  limit  their  marketings  to  the  production  from  the  farm  acreage 
allotment!  (2)  pay  wages  to  farm  labor  at  rates  which  the  Secretary  determines 
to  be  fair  and  reasonable;  (3)  pay  prices  for  sugar  beets  and  sugarcane 
purchased  from  other  growers  (applicable  to  certain  processors  of  sugar  beets 
and  sugarcane)  at  rates  which  the  Secretary  determines  to  be  fair  and 
reasonable;  and  (Ii)  refrain  from  the  farm  employment  of  child  labor  as  defined 
in  the  Act. 

In  summary,  the  Secretary  is  authorized  to  establish  acreage 
allotments  for  sugar  beets  and  sugarcane,  to  fix  the  wages  the  beet  and  cane 
growers  pay  their  farm  labor,  to  fix  the  price  the  processor  pays  the  farmers 
for  beets  or  cane,  and  to  fix  quotas  for  sales  of  sugar  by  processors, 
refiners,  or  importers.  It  is  the  Secretary’s  duty  to  try  to  regulate  ^ 
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the  price  of  sugar  in  the  United  States  by  fixing  and  adjusting  quotas  to 
achieve  a  proper  balance  between  supply  and  demand.  This  is  more  of  an 
economic  exercise  than  a  legal  one,  but  it  still  has  its  moments. 

Another  o£  the  Department’s  regulatory  programs  is  somewhat  comparable 
to  the  activities  of  the  SEC  —  namely,  the  regulation  of  futures  trading  and 
cash  transactions  in  many  commodities  on  the  commodity  exchanges.  Transactions 
in  futures  contracts  subject  to  this  regulation  totaled  over  10  million  in 
fiscal  1963,  and  the  value  of  such  futures  contracts  totaled  over  $1|5  billion. 

In  soybeans,  for  example,  over  8  billion  bushels  of  futures  contracts  were 
traded,  and  in  wheat  over  $  billion  bushels. 

For  the  regulated  commodities,  the  Commodity  Exchange  Act  prohibits 
dealing  in  futures  except  through  commodity  exchanges  designated  by  the 
Secretary  of  Agriculture  as  contract  markets,  and  requires  the  registration 
of  commission  merchants  and  floor  brokers  who  operate  on  these  exchanges. 

The  Act  irrposes  certain  specific  duties  upon  the  exchanges  and  upon  the 
registered  merchants  and  brokers.  The  Act  also  prohibits  certain  unfair 
trade  practices,  such  as  manipulation  of  prices  and  ’’cornering"  the  market. 

The  Commodity  Exchange  Commission,  created  by  the  Act  and  composed 
of  the  Secretary  of  Agriculture,  the  Secretary  of  Commerce  and  the  Attorney 
General,  is  given  primary  responsibility  over  the  commodity  exchanges  themselves. 
The  Commission  may,  among  other  things,  establish  volume  limits  for  trading  in 
futures,  suspend  or  revoke  the  designation  of  an  exchange  as  a  contract  market, 
issue  cease  and  desist  orders  against  exchanges  and  their  officers  for 
violating  the  Act,  and  review  any  refusal  by  the  Secretary  of  Agriculture 
to  designate  an  exchange  as  a  contract  market.  The  Secretary  of  Agriculture, 
on  the  other  hand,  has  primary  responsibility  for  the  designation  of  the 
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commodity  exchanges  as  contract  markets,  the  registration  of  commission 
merchants  and  floor  brokers  who  operate  on  the  exchanges,  the  suspension  or 
revocation  of  registrations  and  denial  of  the  privilege  of  trading  on  a 
contract  market  for  violation  of  the  Act,  and  the  establishment  of  periods 
for  the  delivery  of  commodities  after  cessation  of  trading  in  such  commodity. 

The  administrative  proceedings  under  the  Commodity  Exchange  Act  involve  unique 
subject  matter  and  are  exceedingly  conplicated,  as  you  might  suspect,  where 
someone  attempts  to  manipulate  prices  or  to  "corner”  a  commodity.  As  in  the 
case  of  proceedings  under  the  Packers  and  Stockyards  Act,  the  proceedings  under 
this  Act  also  present  problems  comparable  to  those  presented  in  anti-trust 
litigation. 

The  Department  also  has  responsibilities  in  regard  to  the  warehousing 
and  transportation  of  agricultural  commodities.  Thus,  under  the  United  States 
Warehouse  Act,  the  Department  issues  licenses  to  warehouses  for  the  storage  of 
commodities  intended  for  shipment  in  interstate  and  foreign  commerce.  The 
Secretaiy  is  also  required  to  take  a  number  of  other  actions,  including  the 
establishment  of  reasonable  rates,  intended  for  the  protection  of  those  who 
store  products  in  the  warehouses  and  to  insure  the  integrity  of  warehouse 
receipts  issued  by  the  licensees. 

As  to  transportation,  the  Secretary  is  directed  by  law  to  assist  in 
in5)roving  transportation  services  and  facilities  and  in  obtaining  reasonable 
transportation  rates  and  services  by  participation  in  proceedings  before  the 
Interstate  Commerce  Commission,  the  Maritime  Commission,  the  Civil  Aeronautics 
Board,  or  any  other  Federal  or  State  regulatory  body  dealing  with  transportation 
rates,  charges  and  services.  The  Department  participates  in  about  $0 
transportation  proceedings  each  year  before  various  regulatory  agencies  and 
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usually  in  several  court  cases  reviewing  the  orders  of  such  regulatory  agencies. 
Our  responsibilities  in  this  respect  sometimes  places  the  Department  in  court 
cases  on  the  opposite  side  of  the  case  from  other  Federal  agencies,  such  as  the 
Interstate  Commerce  Commission  and  the  Department  of  Justice.  I  was  somewhat 
startled  the  other  day  to  pick  iq)  a  paper  and  see  that  the  Secretary  of 
Agriculture  was  suing  the  United  States.  This  was  one  of  these  transportation 
cases,  and  I  believe  we  finally  got  the  Department  of  Justice  on  our  side,  so 
I  guess  the  Attorney  General  also  is  suing  the  United  States. 

These  are  but  a  few  of  the  more  important  laiijs  administered  by  the 
Department  which  regulate  persons  who  handle,  process  and  market  our  food 
supply  as  distinguished  from  the  producers  of  the  raw  products.  You  will  note 
that  the  Department  also  regulates,  to  some  extent,  those  engaged  in  the  business 
of  furnishing  farmers  with  supplies  such  as  seed  and  insecticides,  which  they 
must  have  to  produce  this  food.  Although  the  regulatory  programs  of  the 
Department  deal  primarily  with  those  who  handle  food  and  farm  supplies,  they 
are  not  limited  to  the  business  concerns.  We  also  have  important  adjustment 
programs  which  apply  to  farmers,  and  I  want  to  comment  briefly  on  this  type  of 
regulation.  I  suspect  you  hear  more  about  these  programs  than  others  of  which 
I  have  spoken. 

The  Agricultural  Adjustment  Act  of  1938  authorizes  farm  acreage 
allotments  and  marketing  quotas  for  tobacco,  cotton,  wheat,  rice  and  peanuts. 
Under  the  statutory  scheme,  when  quotas  are  in  effect,  there  is  assigned  to 
each  farm  a  quantity  of  the  commodity  which  may  be  marketed  by  producers 
thereof  free  of  penalty.  Marketings  in  excess  of  the  farm  quota  are  subject 
to  a  civil  penalty  of  a  specified  amount  per  pound  or  bushel  of  the  excess 
marketed. 
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The  purpose  of  the  law  is  to  hold  marketings  of  these  commodities  in 
line  with  requirements,  including  adequate  reserves,  and  thereby  stabilize  I 

prices  and  protect  farm  income.  Unlike  the  controls  which  apply  to  business 
concerns  under  other  laws  administered  by  the  Department,  controls  apply  to 
farmers  under  the  Agricultural  Adjustment  Act  of  1938  only  if  approved  by  two- 
thirds  of  those  voting  in  a  referendum.  Thus,  farmers  have  a  choice  as  to 
whether  they  will  in5)ose  these  controls  upon  themselves.  Doubtless  you 
remember  that  wheat  growers,  voting  in  a  much-publicized  referendum  held  last 
June,  decided  that  they  did  not  choose  to  be  subject  to  marketing  controls  on 
the  I96I1.  wheat  crop. 

These  programs  are  administered  at  the  local  level  through  a  county 
committee  of  farmers  in  each  county  elected  by  the  farmers  in  the  county.  Thus, 
the  allotments  and  quotas  are  established  by  the  county  committee  of  the  county 
in  which  the  farm  is  situated,  and  each  farmer  is  notified  by  the  committee  ( 

prior  to  planting  of  the  acreage  allotment  and  marketing  quota  established  for 
his  farm. 

In  order  to  comply  with  the  requirements  of  due  process,  the  statute 
provides  for  judicial  review  of  farm  allotments  and  quotas.  The  Congress 
recognized,  however,  that  under  a  program  of  this  magnitude  and  complexity, 
it  would  be  impractical  to  permit  every  dissatisfied  farmer  to  appeal  direct 
to  the  courts  or,  for  that  matter,  to  the  Secretary  himself.  Thus,  the 
statute  provides  for  administrative  review  of  allotments  and  quotas  before 
judicial  review  is  authorized.  The  administrative  review  under  this  law  differs 
from  other  administrative  proceedings  to  an  extent  worthy  of  some  further 
comment. 
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The  Act  provides  that  any  farmer  ivho  is  dissatisfied  with  his  farm 
acreage  allotment  and  marketing  quota  may  have  them  reviewed  by  a  local  farmer 
review  committee.  This  review  committee  is  composed  of  three  farmers  from  the 
same  or  nearby  counties,  appointed  by  the  Secretary.  Because  of  their 
familiarity  with  the  programs,  the  members  of  review  committees  are  generally 
chosen  from  members  of  county  committees  in  the  counties  cotrprising  the  area 
of  venue  served  by  the  review  committee. 

The  provisions  of  the  Administrative  Procedure  Act,  regarding  the 
use  of  a  hearing  examiner,  do  not  apply  to  these  review  proceedings  since  the 
Act  itself  provides  specifically  that  the  administrative  review  shall  be  before 
a  review  committee  appointed  under  that  Act.  The  hearing  before  the  review 
committee  is  a  ^  novo  proceeding.  It  is  open  to  the  public  and  is  conducted 
in  a  fair  and  impartial  manner  and  in  such  a  way  as  to  afford  the  applicant, 
members  of  the  county  commi.ttee  which  established  the  farm  acreage  allotment 
and  marketing  quota,  and  appropriate  officials  and  agents  of  the  Department 
of  Agriculture,  reasonable  opportunity  to  give  and  produce  evidence  relevant 
to  the  allotment  and  quota  under  review.  Interested  parties  may  submit  oral 
testimony,  documentary  evidence  and  rebuttal  evidence  and  may  conduct  such 
cross-examination  as  may  be  required  for  a  full  and  true  disclosure  of  the 
facts.  All  this  is  done  in  a  hearing  conducted  by  farmers  and  not  by  lawyers. 

Any  farmer  who  is  dissatisfied  with  the  decision  of  the  review 
committee  may  obtain  judicial  review  of  the  committee's  decision.  However,  if 
the  Secretary  of  Agriculture  is  dissatisfied  with  the  decision  of  a  review 
committee,  he  has  no  right  of  appeal  and  is  stuck  with  the  committee's 
decision. 
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The  number  of  proceedings  before  farmer  review  committees  inms  into 
the  thousands  in  some  years.  For  example,  there  were  about  27,000  wheat 
allotments  appealed  to  review  committees  in  19$9»  Since  there  were  approximately 
1,800,000  wheat  allotments  established  that  year,  you  can  see  that  the 
percentage  appealed  was  rather  small.  As  you  might  guess,  only  a  fraction  of 
a  percent  of  these  cases  reached  the  courts. 

As  lawyers,  you  can  see  how  deeply  involved  we  are  in  administrative 
law,  I  would  like  to  say  a  final  word  about  the  conduct  of  the  many  hearings 
which  are  held  under  these  laws  and  make  some  mention  of  the  Judicial  Officer 
of  our  Department, 

In  formal  adjudications,  such  as  the  disciplinary  proceedings 
referred  to  earlier,  and  formal  rule-making,  such  as  marketing  orders  under 
the  Agricultural  Marketing  Agreement  Act  of  1937,  where  the  actions  and  decisions 
must  be  based  upon  a  hearing  record  and  are  subject  to  sections  7  and  8  of  the 
Administrative  Procedure  Act,  the  hearings  are  presided  over  by  hearing 
examiners  appointed  under  the  Administrative  Procedure  Act,  These  examiners 
are  in  the  Office  of  Hearing  Examiners  attached  directly  to  the  Office  of  the 
Secretary  and  are  divorced  from  all  other  activities  of  the  Department, 

In  formal  adjudications  the  examiner  presides  at  the  hearing,  rules 
on  all  motions,  and  after  the  close  of  the  hearing  prepares  a  recommended 
decision,  including  recommended  findings  of  fact,  conclusions  of  law,  and 
a  form  of  order  to  be  issued.  The  parties  to  the  proceeding  have  an  opportunity 
to  file  exceptions  to  the  examiner’s  recommended  decision  and  briefs  in  support 
thereof  and  be  heard  in  oral  argument  thereon  before  the  Judicial  Officer  of 
the  Department  who  makes  the  final  decision  which  is  reviewable  by  the  courts. 
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In  formal  rule-making  proceedings,  the  examiner  presides  at  the 
hearing,  executes  a  certificate  as  to  the  accuracy  of  the  record  thereof, 
but  performs  no  further  function  with  respect  to  the  issuance  of  the  rule. 

In  such  proceedings,  a  recommended  decision  is  issued  by  the  delegatee  of  the 
Secretary  of  Agriculture,  usually  an  Assistant  Secretary.  Interested  persons 
are  afforded  an  opportunity  to  file  exceptions  and  briefs,  and  after  consideration 
thereof  the  final  decision  is  issued  by  the  Secretary  or  his  delegatee  and 
published  in  the  Federal  Register. 

In  most  formal  adjudication  proceedings,  the  attorneys  from  the 
Office  of  the  General  Counsel  perform  functions  comparable  to  those  of  a 
prosecuting  attorney,  handling  all  pleadings,  the  trial  of  the  case  at  the 
hearing,  and  briefing  and  oral  argument  at  the  close  of  the  hearing,  as  well 
as  briefing  on  judicial  review.  In  formal  rule-making  proceedings,  the 
Department  attorney’s  function  is  that  of  representing  the  Department  through 
the  introduction  of  evidence  and  the  examination  of  witnesses  for  the  purpose 
of  insuring  a  clear  and  adequate  record  upon  which  an  informed  judgment  can 
be  made  with  respect  to  the  issuance  of  the  proposed  rule.  In  the  reparation 
proceedings,  which  are  not  subject  to  the  requirements  as  to  use  of  Examiners, 
the  attorneys  of  the  General  Counsel’s  Office  perform  the  functions  that 
Examiners  perform  in  disciplinary  proceedings. 

The  Judicial  Officer  of  the  Department  is  appointed  by  the  Secretary 
of  Agriculture  and  is  a  member  of  the  Secretary’s  immediate  staff.  His 
responsibility  is  to  act  as  the  Secretary’s  alter-ego  in  making  final  decisions 
in  formal  adjudications  under  most  of  the  regulatory  laws  which  we  administer. 

This  office  was  established  primarily  for  two  reasons.  First,  the  Morgan  cases, 


mentioned  earlier,  brought  home  to  the  Department  years  ago  the  need  of  relieving 
the  Secretary  of  the  burden  of  making  decisions  in  cases  of  formal  adjudication. 
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The  Secretary  sinply  did  not  have  the  time  to  consider  the  record  in  these  cases 
in  the  manner  in  "which  the  Supreme  Court  said  was  necessary  to  meet  the  require-  ^ 
ments  of  due  process.  Accordingly,  the  Congress  passed  in  19U0  what  "was  kno"wn 
as  the  Sch"wellenbach  Act,  which  created  the  6ffice  of  Judicial  Officer. 

Second,  the  office  was  created  also  to  divorce  completely  the  decision  function 
in  adjudications  from  the  investigative,  enforcement  and  policy-making  activities 
of  the  Department.  As  you  know,  this  separation  of  the  decision  function  in 
cases  of  this  sort  from  the  investigative,  enforcement  and  policy-making 
functions  is  a  much  discussed  problem  today,  particularly  in  relation  to 
regulatory  boards  and  commissions.  There  have  been  several  bills  introduced 
in  the  Congress  dealing  with  this  problem. 

This  has  been  a  rather  sketchy  indication  of  the  regulatory  activities 
of  the  Depaidiment  of  Agriculture.  I  do  not  have  time  to  discuss  our  accomplish¬ 
ments  under  this  network  of  laws,  but  I  do  hope  I  have  been  able  to  show  you  the  | 
broad  scope  and  enormous  complexity  of  this  portion  of  the  Department's  work. 

It  is  an  important  part  of  our  overall  job  of  seeing  that  the  American  public 
gets  a  plentiful  supply  of  pure  and  wholesome  food  and  that  farmers  who  produce 
this  food  obtain  a  fair  level  of  income. 
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They  tell  me  there  are  people  in  this  audience  who  have  been  going  to 
^  o  Plant  to  Prosper  meetings  for  more  than  a  quarter  of  a  century.  No  harvest  season 
would  be  complete  for  these  folks  and  for  thousands  of  others  throughout  the  Mid- 
South  without  this  occasion  —  this  day  of  paying  tribute  to  men  and  women  who 
have  used  their  heads  and  their  hands  to  farm  a  little  better,  live  a  little  better, 
this  year  than  last. 


You  have  seen  momentous  changes  take  place  in  agriculture  and  in  our 
rural  economy  since  Plant  to  Prosper  began. 

You  have  seen  the  trials  and  tribulations  of  the  30*s,  the  years  of  the 
great  depression.  Anyone  who  lived  through  those  days  will  never  forget  them. 
Poverty  was  general  then;  we  were  all  caught  up  in  it. 

You  have  seen  the  tremendous  demands  that  World  War  II  placed  on  the 
American  farmer.  And  I  still  thrill  at  the  way  our  farmers  rose  to  meet  that 
challenge.  Thank  God  they  had  the  resources,  the  land  and  equipment,  the  skill 
and  the  spirit  that  free  men  bring  forth  when  their  way  of  life  is  threatened. 

Then  after  the  War,  you  saw  the  rebuilding  years  of  the  late  40 's  — 

UNRRA  —  the  Marshall  Plan  —  the  indispensable  role  of  American  agriculture 
in  making  the  world  whole  after  the  most  devastating  struggle  in  history.  You  have 
seen  how  our  marvellously  productive  and  efficient  system  of  agriculture  makes  it 
possible  for  the  United  States  to  be  the  leader  of  the  free  world  —  and  how  we 
are  sharing  the  fruits  of  our  abundance  with  the  people  of  other  lands  through 
the  Food  for  Peace  program. 

Address  by  Under  Secretary  of  Agriculture  Charles  S.  Murphy  at  the  Plant  to  Pros¬ 

per  Lvincheon  at  noon  (CST),  at  the  Claridge  Hotel  in  Memphis,  Tennessee,  Friday, 
December  13,  1963. _ _ _ 
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You  and  I  have  seen  many  awe-inspiring  events  take  place  in  the  past 
three  decades.  We  have  watched  a  technological  revolution,  spurred  first  by  the 
war  effort  and  then  by  many  other  factors,  turn  American  agriculture  upside  down 
and  inside  out. 

Through  all  this  turmoil,  your  Plant  to  Prosper  concept  —  your  idea 
of  showing  thousands  the  path  to  progress  by  calling  attention  to  those  who  found 
the  way  —  has  been  a  constructive,  moving  force.  You  have  helped  great  numbers 
of  our  people  make  the  greatest  possible  contribution  and  get  the  greatest 
possible  reward  from  the  roles  they  were  cast  to  play  in  this  ever-changing  drama 
of  rural  America, 

This  drama  has  not  been  by  any  means  an  unbroken  success  story.  It 
has  its  bright  side.  We  have  fed  ourselves  and  a  large  part  of  the  world  around 
us.  But  life  on  the  farm  is  not  a  bed  of  roses.  It  is  a  constant  battle 
challenging  the  energy  and  determination,  the  skill  and  courage,  of  men  and  women 
day  in  and  day  out,  year  after  year. 

Unfortunately,  the  farmer  has  benefited  relatively  little  from  the 
increased  efficiency  of  American  agriculture.  Most  of  the  rewards  have  been 
passed  along  to  others  in  the  form  of  relatively  lower  prices. 

A  few  stark  figures  attest  the  intensity  of  the  continuing  struggle 
of  many  of  our  farm  people  for  their  fair  share  of  our  national  wealth. 

Sixteen  years  ago,  in  1947,  the  net  income  of  farmers  was  $17,3  billion 
In  1960,  it  was  $11.7  billion.  Meantime,  the  total  national  income  went  up  from 
about  $200  billion  to  $415  billion.  In  other  words,  while  the  total  national 
income  was  doubling,  net  income  from  farming  was  going  down  over  30  percent. 
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Farmers  received  less  than  one-third  as  large  a  share  of  the  national  income  in 
1960  as  they  did  in  1947. 

We  have  managed  to  achieve  some  improvement  since  1960.  The  net  farm 
income  in  1962  was  about  $900  million  above  1960. 

But  we  don't  have  the  problem  licked. 

For  one  thing,  we  are  chasing  constantly  spiraling  farm  costs.  In  1961, 
we  raised  gross  farm  income  by  $1.6  billion,  but  increased  farm  costs  ate  up  half 
of  that.  In  1962,  we  raised  gross  farm  income  still  another  $1.3  billion,  but 
increased  farm  costs  ate  up  almost  all  of  that.  This  year,  farm  costs  will  eat 
up  more  than  the  gain  in  gross  income. 

Why  is  this?  It's  because  of  the  basic  nature  of  farming  economics. 

Farmers  still  have  trouble  getting  the  price  they  should  obtain  for  the 
products  they  sell.  But  they  can't  duck  the  bills  they  receive  for  the  machines 
and  equipment  and  other  production  resources  they  have  to  buy. 

It  has  often  been  said  that  farming  is  the  only  business  in  the  world 
that  buys  everything  at  retail  and  sells  everything  at  wholesale.  There  is  far 
too  much  truth  in  that. 

Farmers  are  plagued,  too,  by  the  fact  that  they  have  not  been  able  to 
take  advantage  of  the  new  techniques  and  still  temper  and  time  their  output  to 
the  demands  of  the  market.  Most  other  producers  have  been  able  to  make  the 
adjustments  essential  to  increasing  both  the  volume  of  their  business  and  the 
size  of  their  income.  Farmers  still  struggle  with  supply  management  problems. 
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The  harsh  economics  of  American  agriculture  have  not  been  without 
benefit  to  the  Nation  as  a  whole.  In  no  other  country  does  the  consumer  eat 
for  less  than  19  percent  of  the  average  family’s  spendable  income,  or  have  so 
nutritious  and  diversified  a  diet.  Khrushchev,  for  one,  would  dearly  love  to  be 
able  to  duplicate  the  power  of  our  agricultural  system.  But  while  we  take 
justifiable  pride  in  our  tremendous  capacity  to  make  two  blades  of  grass  grow 
where  only  one  grew  before ,  we  struggle  for  ways  to  give  rural  people  who 
produce  the  food  the  same  share  of  American  prosperity  that  has  been  obtained 
by  urban  consumers. 

The  cold  hard  fact  of  the  matter  is  our  farmers  have  not  fared  as 
well  as  those  who  work  in  the  other  sectors  of  our  economy.  Our  farmers  have 
not  yet  realized  the  full  promise  of  America. 

Parallel  to  —  and  often  part  and  parcel  of  —  the  struggle  of 
farmers  for  parity  income  is  the  struggle  for  existence  of  so  many  of  our  rural 
communities.  Many  of  the  people  who  live  in  the  country  and  in  small  towns 
who  are  not  farmers  have  been  by-passed  by  the  rising  tide  of  prosperity. 

It  is  not  a  pleasant  fact  to  face  —  but  the  bitter  truth  is  that 
nearly  half  of  the  poverty  in  the  United  States  exists  in  rural  areas.  This 
fact  should  govern  our  thinking  and  planning  concerning  remedial  measures. 

But  this  is  not  always  the  case.  The  spotlight  of  the  metropolitan  press  is 
focused  constantly  on  urban  slums  and  urban  poverty;  their  rural  counterparts 
are  taken  for  granted  and  overlooked.  Government  agencies  often  appear  to  fall 
into  the  same  pattern  of  thinking. 

Following  are  a  few  of  the  pertinent  statistics; 
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The  percentage  of  rural  families  with  incomes  below  the  poverty  line 
is  almost  twice  as  large  as  the  percentage  of  urban  families. 

Over  12  million  rural  people  live  under  conditions  of  dire  poverty 
measured  by  any  reasonable  standard. 

When  underemployment  is  added  to  unemployment ,  nearly  20  percent  of 
the  rural  adult  male  labor  force  is  idle  (1959  figures).  The  idleness  is  about 
half  farm  and  half  nonfarm. 

One-fifth  of  the  million  children  bom  in  rural  America  each  year  are 
born  into  poverty-ridden  families. 

Three-quarters  of  the  families  and  individuals  employed  as  farm 
laborers  have  total  annual  incomes  below  nationally  accepted  standards  of 
adequacy. 


Rural  America  has  almost  three  times  the  proportion  of  dilapidated 
and  substandard  houses  as  urban  America. 

The  average  rural  citizen  has  1.4  years  less  of  education  than  his 
urban  counterpart. 

Only  30  percent  of  rural  young  people  go  to  college,  compared  to  50 
percent  of  urban  youth.  In  many  rural  communities,  the  high  school  graduate 
is  still  the  exception  rather  than  the  rule. 

Scores  of  rioral  communities,  and  whole  counties,  are  composed 
predominantly  of  low-income  people,  who  simply  lack  the  resources  for  providing 
adequate  schools  or  other  public  services.  Of  those  counties  with  the  lowest 
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median  family  incomes  and  the  lowest  rate  of  increase  in  incomes ,  91  percent  have 
no  population  center  as  large  as  5,000  persons. 

As  out-migration  continues,  rural  public  meeting  places  are  abandoned. 
Social  services  taken  for  granted  in  urban  communities  are  not  provided  in  small 
towns,  or  rural  areas. 

Rural  children  received  one-third  less  medical  service  than  those  in  and 
near  cities  in  1957-58, 

The  mortality  rate  of  children  5  to  14  is  50  percent  higher  in  rural 
than  urban  areas  and  100  percent  higher  for  ages  14  to  24. 

Forty-four  percent  of  rural  handicapped  children  are  out  of  school 
compared  to  31.5  percent  of  urban. 

Rural  mental  health  clinics  served  only  2  percent  of  the  children  served 
by  such  clinics  in  the  Nation. 

This  is  not  a  pretty  picture  to  paint.  But  we  have  to  face  up  to  it. 

We  can’t  solve  the  problem  unless  we  recognize  that  it  exists.  You  can't  just 
sweep  things  like  this  under  tlie  rug  and  forget  them. 

Facing  the  reality  of  rural  poverty  and  moving  to  do  something  about  it 
is  the  challenge  before  us  today.  It  is  the  challenge  before  the  Commercial  Appeal 
and  other  great  newspapers ,  the  challenge  before  local  leaders  and  rural  commun¬ 
ities,  before  local  and  State  governments,  before  the  Extension  Service  and  the 
Farmers  Home  Administration  and  all  the  agencies  who  are  dedicated  to  the  welfare 
of  rural  people. 


( more ) 
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We  believe  we  have  made  major  progress  in  the  past  three  years  in  getting 
the  skeleton  of  rural  poverty  of  of  the  closet,  and  in  opening  up  a  major  offensive 
against  this  evil.  But  we  have  a  long  way  to  go,  and  we  need  the  help  of  every 
rural  leader. 

This  is  an  age-old  fight,  and  it  will  not  be  won  in  a  day.  But  it  will 
not  be  won  at  all  unless  we  take  some  far-reaching  measures. 

The  attack  on  poverty  and  the  conservation  of  human  resources  in  rural 
America  calls  for  actions  on  two  fronts : 

1.  The  maintenance  of  a  production-price  pattern  for  agriculture  that 
will  provide  parity  of  income  for  the  adequate  and  efficient  family  farm. 

2.  Programs  designed  specifically  to  develop  alternative  sources  of 
rural  income  and  to  wipe  out  pockets  of  rural  poverty  which  the  commodity  price 
structure  alone  cannot  remedy. 

Actions  in  these  two  areas  complement  one  another.  Better  farm  income 
is  reflected  in  greater  employment  opportunity  in  construction,  and  retail  and 
personal  service  fields,  as  well  as  in  increased  utilization  of  professional 
services , 


Let  there  be  no  mistake  about  it.  Agriculture  is  still  the  backbone  of 
the  rural  economy  —  as  it  is,  indeed,  the  bedrock  of  the  economy  of  the  whole 
Nation.  Nevertheless,  the  fact  remains  that  only  about  one-fourth  of  the  people 
who  live  in  rural  areas  live  on  farms.  Not  only  must  we  see  to  it  that  those 
engaged  in  farming  have  an  opportunity  to  make  a  decent  living;  the  other  three- 
fourths  of  our  rural  people  must  have  a  similar  opportunity. 


( more ) 
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The  problem  is  accentuated  by  the  fact  that  the  number  of  people  who 
can  make  a  decent  living  farming  will  continue  to  grow  smaller.  This  is  the 
inevitable  result  of  the  increasing  efficiency  and  productivity  of  the  American 
farmer.  Fewer  and  fewer  farmers  will  be  able  to  produce  all  the  food  and  fiber 
we  can  use.  We  estimate  that  of  the  boys  growing  up  on  American  farms  today,  only 
one  in  10  will  have  the  opportunity  to  make  a  living  as  the  operator  of  an 
adequate  family  farm  when  he  grows  up. 

Many  people  are  moving  away  from  our  farms.  During  the  1950 ’s,  more 
than  half  of  America's  3,000  counties  lost  population,  and  most  of  these  were 
rural.  This  trend  will  probably  continue,  but  to  the  extent  that  it  can  be 
slowed  by  developing  economic  opportunity  in  rural  areas,  both  the  countryside  and 
the  city  will  benefit.  The  depopulation  of  rural  America  destroys  both  social 
values  and  property  values.  At  the  same  time,  many  of  the  social  and  economic 
problems  of  cities  have  arisen  from  the  in-migration  of  rural  people  who  were 
ill-prepared  for  city  life  and  whom  the  cities  were  ill-prepared  to  receive. 

Transferring  a  low-income  family  from  a  rural  slum  to  an  urban  slum 
solves  very  little,  either  for  this  generation  or  the  next.  In  fact,  there  is 
a  tragic  similarity  between  the  unemployment  problem  in  the  cities  and  the 
underemployment  of  people  in  rural  areas.  To  a  great  extent,  both  problems 
represent  a  triumph  of  the  machine  and  a  failure  of  man  who  made  the  machine. 

Former  President  Truman  in  noting  this  recently  urged  the  American 
people  not  to  dismiss  the  unemployed  in  both  city  and  countryside  as  simply 
"unfortunate  casualities  of  the  industrial  age",  nor  abandon  them  "to  life  of 
tragic  idleness,  for  which  they  are  in  no  way  responsible." 

( more ) 
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Something  like  8  million  jobs  beyond  those  now  in  prospect  are  needed 
in  this  decade  to  absorb  the  young  people  coming  of  working  age  and  the  present 
unemployed  and  under-employed.  To  the  extent  that  these  jobs  can  be  created 
in  rural  areas,  social  and  economic  adjustments  will  be  easier  and  dislocations 
minimized.  Problems  arising  from  urban  congestion  and  from  rural  depopulation 
alike  will  be  alleviated.  There  is  every  reason,  therefore,  why  the  attack  on 
rural  poverty  must  emphasize  rural  development  as  a  preferable  alternative  to 
mass  relocation  —  recognizing,  of  course,  that  some  relocation  will  inevitably 
take  place. 

This  is  the  approach  taken  by  the  USDA.  During  the  past  three  years 
there  has  been  a  major  reorientation  of  the  Department’s  activities  to  focus 
them  more  effectively  on  rural  economic  development.  The  job  that  needs  to  be 
done  is  so  big,  we  can  claim  only  that  we  have  made  a  good  beginning.  But  we  are 
sure  we  are  headed  in  the  right  direction. 

Time  will  not  permit  me  to  tell  you  all  the  things  we  have  done  and 
are  doing.  But  by  way  of  illustration,  I  would  like  to  mention  some  of  the 
measures  that  have  been  taken  to  refurbish  aind  rearm  one  of  the  Department’s 
agencies  which  is  an  old  friend  of  the  Plant  to  Prosper  campaign  —  the  Farmers 
Home  Administration. 

Much  of  what  I  have  to  say  about  the  Farmers  Home  Administration 
could  also  be  said  about  our  other  agencies  engaged  in  rural  areas  development  — 
Extension,  Rural  Electrification  Administration,  Soil  Conservation  Service, 
Agricultural  Stabilization  and  Conservation  Service,  Economic  Research  Service, 
the  Forest  Service,  and  others. 


( more ) 
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In  1961,  recognizing  that  within  the  framework  of  the  Farmers  Home 
Administration  lay  one  of  the  most  powerful  tools  for  rural  areas  development, 
we  moved  to  strengthen  its  endeavors. 

We  sought  and  obtained  legislation  that  broadened  its  activities  in 
a  dozen  different  areas. 

We  moved  to  place  men  in  charge  of  its  operations  who  were  sympathetic 
to  the  problems  of  rural  people. 

Howard  Bertsch  was  appointed  Administrator.  He  had  a  long  history 
of  helping  rural  people  both  as  a  director  of  the  old  Farm  Security  Administration 
and  as  a  Ford  Foundation  director  in  Iran. 

State  directors  were  appointed  who  believed  in  their  program  and  would 
work  at  it  with  enthusiasm  —  men  like  "Dutch”  Cavender  in  Tennessee,  Herman 
Hankins  in  Arkansas,  "Ben"  Fatherree  in  Mississippi,  and  Everett  Jose  in 
Missouri. 


With  new  leadership  and  new  direction,  new  authorities  and  new  funds, 
the  Farmers  Home  Administration  took  on  new  life. 

In  1960,  the  Farmers  Home  Administration  in  the  four  states  of 
Mississippi,  Tennessee,  Missouri  and  Arkansas  loaned  $46  million,  in  1963  they 
loaned  $121  million.  These  figures,  especially  to  an  audience  that  knows  the 
Farmers  Home  Administration,  speak  for  themselves. 

Every  dollar  that  the  Farmers  Home  Administration  invests  in  a  farm 
or  rural  community  makes  an  impact  far  greater  than  its  initial  value. 

( more ) 
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Every  family  that  is  strengthened  by  the  Farmers  Home  Administration 
adds  immeasurably  to  the  strength  of  the  community  around  them. 

The  Farmers  Home  Administration  is  now  able  to  help  meet  a  broad  range 
of  rural  needs. 

The  Farmers  Home  Administration  can  help  farmers  handicapped  by  age 
and  lack  of  skills  make  a  living  on  the  land.  The  FHA  had  been  shut  off  from 
helping  this  group. 

The  Farmers  Home  Administration  can  now  make  loans  to  families  who 
live  in  small  towns,  as  well  as  to  farmers,  for  the  construction  of  decent, 
safe  and  sanitary  housing.  The  FHA  can  also  finance  housing  adapted  to  the 
needs  of  the  elderly. 

What  has  really  happened  is  that  in  the  past  three  years  we  have 
gotten  underway  in  rural  areas  a  housing  program  of  the  type  that  urban  areas 
have  been  enjoying  for  a  long,  long  time. 

The  Farmers  Home  Administration  can  finance  the  development  of  rural 
water  systems  in  rural  communities.  This  has  turned  out  to  be  one  of  the  most 
successful  ventures  in  rural  areas  development. 

The  Farmers  liome  Administration  can  finance  the  development  of  fishing, 
hunting,  and  other  outdoor  recreational  facilities.  This  not  only  provides 
added  income  for  rural  people,  makes  multiple  use  of  our  land  resources,  and 
takes  land  out  of  crop  production,  but  it  also  gives  urban  people  the  outlet 
they  are  seeking  for  recreation. 

I  could  go  on  enumerating  the  changes  in  direction  that  have  taken 
place  in  all  our  agencies  to  help  stimulate  economic  development  in  rural 


communities . 


(more) 
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We  have  been  heartened  by  the  response  to  our  efforts. 

There  is  no  question  about  the  interest  that  exists  in  rural  areas. 

Rural  people  want  to  survive.  Given  just  a  little  encouragement  they  are  eager 
to  use  their  own  resources  and  to  reach  out  for  the  resources  they  need. 

Example :  In  nearby  Tennessee  within  the  past  two  years ,  the  community 
of  Yorkville  has  set  aside  an  industrial  site  and  is  lining  up  industry,  the  bank 
has  launched  an  extensive  modernization  program,  a  doctor's  center  has  been  built, 
a  rural  water  system  has  been  constructed  with  the  help  of  the  Farmers  Home 
Administration,  a  rural  telephone  system  has  been  expanded  with  the  help  of  the 
Rural  Electrification  Administration. 

Example:  In  Bolivar  County,  Mississippi,  a  group  of  farmers  and  their 
neighbors  are  building  a  recreation  center.  A  500-acre  lake  will  be  used  for 
fishing  and  will  be  surrounded  by  picnicking  and  camping  sites.  With  development 
funds  from  the  Farmers  Home  Administration,  they  are  not  only  increasing  the 
attractiveness  of  their  community  but  are  removing  some  100  acres  from  cotton, 
soybeans  and  rice. 

Example:  Looking  ahead  to  the  time  when  funds  will  be  available  to 
local  public  bodies  in  rural  communities  for  broad-scale  development  efforts, 
the  Arkansas  legislature,  at  the  request  of  leaders  from  rural  areas,  has 
recently  authorized  the  creation  of  rural  development  corporations. 

Example:  In  Hickory  County,  Missouri,  rural  people  are  moving  to  make 
the  development  and  maintenance  of  recreation  plus  retirement  facilities  a 
dominant  industry.  A  building  boom  is  in  full  force  around  a  recently  created 

(more) 
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man-made  lake.  Some  70  subdivisions  have  been  laid  out.  The  services  of  the 
Missouri  Extension  Service,  REA,  SCS,  FHA  and  many  other  agencies  have  been 
tapped  by  local  leaders. 

But  truly,  these  achievements,  notable  as  they  are,  have  just 
scratched  the  surface  in  opening  up  new  avenues  to  rural  prosperity  and  to 
greater  opportunities  for  all  our  farm  and  rural  people. 

The  job  is  stupendous,  but  the  possibilities  and  rewards  are 

infinite. 


The  accomplishments  and  the  inspiration  brought  about  by  the  Plant 
to  Prosper  campaign  are  living  examples  of  what  the  right  kind  of  motivation 
can  do. 


With  all  of  us  working  together,  you  who  represent  the  ones  in  the 
forefront  of  mid-South  development,  and  countless  others  throughout  this 
broad  land  who  know  and  appreciate  the  importance  of  rural  America,  there  is 
no  limit  to  what  we  can  achieve. 
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Mr.  Chairman  and  Members  of  the  Committee: 

I  testified  before  this  Committee  on  cotton  legislation  last 
May.  Also,  the  Committee  has  heard  testimony  from  many  other  witnesses 
concerning  the  problems  of  the  cotton  industry  and  the  need  for  new 
legislation.  Therefore,  I  will  not  dwell  at  length  upon  those  aspects 
of  the  matter. 

There  is  one  important  new  development  I  wish  to  emphasize  -- 
that  is  the  phenomenal  increase  in  yields  per  acre.  The  average  yield 
^  in  1963  "was  524  pounds  per  acre,  compared  with  the  highest  previous 

yield  of  466  pounds  in  1958*  As  a  result,  the  carryover  will  increase 
about  2  million  bales  from  the  I963  crop,  although  the  acreage  allotment 
was  at  the  statutory  minimum  of  I6  million  acres.  Although  the  acreage 
allotment  in  I963  "was  2^  million  acres  less  than  in  I96I,  we  produced 
a  million  bales  more  cotton. 

It  should  be  noted  that  the  2  million  bale  increase  in  carry¬ 
over  will  account  for  more  than  $300  million  of  expenditures  under  the 
cotton  program  in  this  fiscal  year  --  bringing  the  total  expenditures 
for  the  program  this  year  to  nearly  $800  million. 

All  this  means  that  we  must  readjust  our  thinking  as  to  cotton 
legislation.  We  can  no  longer  expect  that  lower  prices  alone  for 
domestically  consumed  cotton  would  increase  consumption  enough  for 

If 
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total  offtake  to  equal  the  cotton  that  vould  be  produced  on  the 
allotted  acreage  under  existing  law.  Lower  prices  will  help,  but 
even  "one-price  cotton"  would  not  do  the  whole  job.  Additional 
steps  must  be  taken  to  bring  the  surplus  under  control. 

Therefore,  we  need  cotton  legislation  which  will  meet  five 
objectives : 

1.  Eliminate  the  inequity  of  the  two-price  system  under 

which  domestic  mills  must  pay  substantially  more  for 

cotton  than  their  foreign  competitors. 

2.  Enable  cotton  to  meet  the  price  competition  of 

synthetic  fibers,  thereby  increasing  the  long  range 

market  for  cotton.  ^ 

3.  Reduce  Government  expenditures  for  the  cotton  program. 

4.  Reduce  excessive  stocks  of  cotton. 

5.  Maintain  cotton  producer  income. 

This  is  a  very  difficult  ccmbination,  and  the  development 
of  legislation  to  meet  all  these  objectives  is  not  easy. 

H.  R.  6196  as  passed  by  the  House  of  Representatives  meets 
some  of  the  objectives  but  not  all  of  them.  A  group  of  cotton  producers 
has  now  recommended  a  proposal  for  amending  H.  R.  6196  in  a  way  which 
appears  to  us  would  make  it  achieve  all  these  objectives.  The  substance 
of  their  proposal  is  set  forth  in  the  following  excerpts  from  their 


:( 


letter  to  the  Chairman  of  this  Committee: 
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"The  Producers  Committee  proposes  specifically  that  H.  R.  6196 
be  modified  to  include  authority  for  a  domestic  allotment-choice  program 
that  would  be  applicable  to  the  1965^  I966  and  19^7  crops.  This 

would  provide  for  a  voluntary  domestic  acreage  allotment  within  the  present 
national  acreage  allotment.  Small  growers  having  allotments  of  10  acres 
or  less  would  receive  special  protection.  The  domestic  acreage  allotment 
would  reflect  estimated  domestic  consumption  and  would  be  about  two-thirds 
of  the  effective  farm  allotments  established  under  current  legislation 
and  under  H.  R.  6196. 

"Producers  who  choose  to  plant  within  this  domestic  allotment 
would  receive  a  higher  rate  of  price  support  not  iii  excess  of  I5  per 
cent  above  the  basic  support  rate  on  the  normal  production  of  the  acreage 
planted  to  cotton.  The  higher  support  would  be  effected  through  the 
use  of  accumulated  Commodity  Credit  Corporation  stocks. 

"Producers  who  plant  on  the  basis  of  a  domestic  allotment 
•would  maintain  their  farm  acreage  history  as  under  present  law.  To 
protect  the  Income  of  small  growers,  the  domestic  allotment  for  small 
cotton  farms  should  be  established  as  the  smaller  of  10  acres  or  the 
basic  allo'traent:  thus,  small  producers  will  receive  the  higher  support 
\,ithout  reduction  in  acres." 

*  *  * 

"The  basic  level  of  price  support  would  be  30  cents  in  1964 
for  Middling  Inch,  and  would  be  implemented  as  at  present.  In  future 
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years,  the  level  of  price  support  would  be  adjusted  upward  or  downward 
from  the  preceding  year  in  relation  to  changes  in  costs  of  production. 

"The  Producers  Committee  urges  full  equalization  of  the  costs 
of  cotton  to  domestic  and  foreign  mills  at  the  earliest  possible  date." 

-?(■** 

"Full  equalization  may  have  to  be  attained  in  two  stages. 
Beginning  with  the  date  of  enactment  of  such  legislation,  we  suggest 
that  the  Secretary  of  Agriculture  be  authorized  to  make  payments- in- 
kind  to  persons  other  than  producers  at  a  rate  he  determines.  Beginning 
August  1  of  the  first  crop  year  for  which  the  domestic  allotment- choice 
program  is  in  effect,  such  payments- in-kind  should  be  in  an  amount  that 
would  make  American  cotton  available  to  American  mills  at  the  same 
price  that  it  is  made  available  for  export  to  foreign  mills.  With  a 
basic  price  support  rate  of  30  cents,  a  consumption  increase  or  trade 
incentive  payment- in-kind  at  a  level  of  6  I/2  cents  would  make  an 
effective  mill  and  export  price  of  23  I/2  cents  per  po\md. 

"The  type  of  program  we  recommend  should  increase  the  total 
use  of  cotton  and  reduce  Commodity  Credit  Corporation  stocks  to  the 
extent  that  the  Secretary  of  Agriculture  could  be  authorized  to  make 
a  small,  pilot-scale  export  market  acreage  option  available  to  producers 
if  the  production  from  such  acreage  would  not  add  to  domestic  stocks . 
Cotton  produced  on  such  export  acreage  would  be  sold  in  world  markets 
without  substitution  for  domestic  use,  and  would  be  ineligible  for 
price  support.  It  would  necessAf ily ' be  exported  without  cost  to  the 
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Government.  It  would  earn  needed  dollars  abroad.  Export  acreage  would 
not  coiint  for  purposes  of  establishing  future  State,  county,  and  farm 
cotton  allotments . " 

*  *  * 

"Current  provisions  of  law  applicable  to  cotton  allotment 
acreage  release  and  reapportionment  would  not  be  changed. 

"Marketing  quotas  and  a  grower  referenda  would  be  continued." 

*  *  * 

The  USDA  has  studied  this  proposal  and  made  estimates  of  the 
results  that  might  be  achieved  under  H.R.  6196  if  it  were  so  amended. 

It  appears  to  us  that  it  could  achieve  the  following  with  respect  to 

> 

the  five  objectives  outlined  above : 

1.  It  would  eliminate  the  inequity  of  the  two-price  system. 

2.  It  would  enable  cotton  to  compete  more  effectively  with 
other  fibers,  by  reducing  the  price  of  cotton  to  domestic  mills. 

3.  It  would  reduce  Government  expenditures.  The  extent  of 

the  reductions  are  indicated  by  the  following  estimates: 

Expenditure  Expenditure 

Fiscal  19614-  Fiscal  I965 

(Million  Dollars)  (Million  Dollars) 

Present  law 

H.R.  6196  with  Jones  Amendment 
H.R.  6196  without  Jones  Amendment 
H.R.  6196  with  producer  choice  plan 


790 


566 

61k 

696 

1^06 


Change  from 
existing  law 

+  -48 
:  130 


-  160 


4.  The  proposal  would  reduce  surplus  cotton  stocks,  as 
Indicated  hy  the  following  estimates: 


Changes  in  CCC  Stocks 

1964-65  1965-66  1966-67 


1,100,000  1,500,000 

500,000  +  900,000 

^  100,000  500,000 

1,500,000  -  1,500,000 


Present  law  700,000 

H.  R.  6196  with  Jones  Amendment  -i-  100,000 

H.  R.  6196  without  Jones  Amendment  -  300,000 
H.  R.  6196  with  producer  choice  -  2,400,000 

5.  Producer  income  would  be  maintained  --  not  as  well  as  we 
would  like  --  but  as  well  as  possible  under  any  plan  which 
is  workable  and  supportable.  Gross  receipts  from  cotton 
would  fall  below  I963  levels,  but  I963  levels  include  the 
value  of  2  million  bales  which  went  into  building  up  already 
excessive  stocks.  We  obviously  cannot  afford  to  maintain 
income  by  continuing  further  buildups  in  the  surplus. 
Therefore,  it  seems  to  us  that  the  best  way  to  maintain 
producer  income  is  by  voluntary  incentives  to  plant  within 
a  domestic  allotment. 

Although  gross  producer  income  from  cotton  under  H.  R.  6196 
with  the  domestic  allotment  choice  would  be  lower  than  under  the  bill 
as  it  passed  the  House,  net  producer  income  from  cotton  would  be  some¬ 
what  more.  In  addition,  producers  would  receive  substantial  income 
from  alternative  uses  of  acreage  which  would  otherwise  be  devoted  to 
the  production  of  cotton,  such  as  production  of  soybeans  for  which 
additional  acreage  is  needed.  Taking  all  these  factors  into  account. 
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there  would  be  a  substantial  increase  in  the  total  net  income  of  cotton  producers. 

This  proposal  would  not  interfere  with  the  operation  of  the  release  and 
reapportionment  system.  At  the  same  time,  it  would  accomplish  the  necessary  re¬ 
duction  in  surplus  stocks.  This  makes  it  xinnecessary,  therefore,  to  give  further 
consideration  to  an  acreage  diversion  plan  for  the  I96U  crop. 

I  would  also  emphasize  that  we  cannot  support  what  the  producer  group 
refers  to  as  "fxlLl  equalization"  until  the  dome  Stic -allotment  choice  program 
takes  effect.  This  is  due  to  budget  stringencies  and  the  need  for  offsetting 
reductions  in  expenditures  to  meet  the  cost  of  the  equalization  payments. 

We  see  no  need  for  this  legislation  to  fix  the  support  price  level  in 
specific  terms.  Also,  if  changes  in  support  prices  are  to  be  made  in  relation 
y  to  changes  in  costs  of  production,  we  feel  that  the  Secretary  should  continue  to 
be  authorized  to  take  other  factors  into  account  as  well,  and  that  the  Congress 
should  indicate  the  extent  to  which  changes  in  land  values  should  be  taken  into 
account  in  determining  chainges  in  costs  of  production.  Unless  the  Congress  gives 
a  clear  indication  to  the  contrary,  it  would  be  our  purpose  to  include  changes 
in  land  values. 

In  summary,  it  appears  to  us  that  the  best  practical  prospect  for 
legislation  to  meet  the  needs  of  the  present  situation  in-  cotton  is  H.  R.  6196, 
amended  as  proposed  by  the  producer  group.  This  proposal  appears  to  have  broad 
support.  Ihe  basic  bill  has  already  passed  the  House  of  Representatives.  If 
amended  as  now  proposed,  it  will  move  toward  achieving  the  objectives  we  regard 
as  essential.  On  that  basis,  we  recommend  the  amendment  of  H.  R.  6196  along  the 
lines  the  producer  group  has  recommended.  We  also  strongly  urge  the  enactment 
^  of  legislation  in  time  to  apply  to  the  1964  cotton  crop. 
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AGRICULTURAL  PROGRAMS  IN  FORESTRY  U.  S.  DEPT.  OF  AGRICULTURE 

®y  NATIONAL  AGRICULTURAL  LIBAARV 

Charles  S.  Murphy 

Under  Secretary  of  Agriculture  MAY  2  5  1S64 

At 


Department  of  Defense  Forestry  Management  Conference 
Marine  Corps  Schools,  Quantlco,  Va.,  May  18,  1964  C  &  R-ASF 
8:30  A.  M.  (EDT) 

This  is  a  historic  occasion,  I  understand  that  this  forestry 
management  conference  has  received  full  Department  of  Defense  support 
and  I  salute  your  leadership  in  bringing  all  of  us  together.  It  is  an 
honor  to  be  here  and  take  part. 

While  the  Department • of  Defense  has  special  problems  because 
the  military  mission  is  the  priority  use  of  the  land  you  manage,  all  of 
us  with  land  management  responsibilities  have  much  in  common. 

It  is  my  role  to  tell  you  about  the  forestry  responsibilities 
of  the  United  States  Department  of  Agriculture.  You  will  see  as  I 
go  along  that  it  is  not  a  simple  task.  These  responsibilities  and 
programs  are  far-reaching  and  complex. 

We  are  glad  to  be  able  to  cooperate  with  you  in  carrying  on 
this  work.  All  of  us  know  that  our  Departments  have  cooperated  for 
years  in  many  activities  and  programs.  This  meeting  today  is  further 
evidence  of  the  vitality  and  continuity  of  that  cooperation. 

A  little  over  a  year  ago--on  March  27,  1963--Secretaries 
McNamara  and  Freeman  signed  a  Memorandum  of  Understanding  covering 
the  conservation  of  forests,  vegetative  cover,  soil,  and  water,  on 
lands  administered  by  the  Department  of  Defense.  This  memorandum 
provides  for  continuing  the  traditional  spirit  of  cooperation  the  two 
Departments  have  long  demonstrated.  It  also  provides  that  the 


) 


5046 


USDA  1617-64 


(more) 


-2- 


Departtnent  of  ^rlculture  will  assist  the  Departtaent  of  Defense  in 
its  application  of  conservation  measures  to  the  land  it  administers,  and 
that  the  Department  of  Defense  will  reciprocate  by  giving  assistance 
and  advice  where  needed  by  the  Department  of  Agriculture, 

As  he  signed  the  memorandum.  Secretary  McNamara  is  reported 

as  sabring; 

’•I  recognize  .  ,  .  our  solemn  responsibility  to 
exercise  good  stewardship  over  our  lands  and  the 
necessity  for  close  cooperation  with  Federal,  State 
and  local  conservation  organizations.  Natural 
resources  are  not  only  vital  to  the  welfare  of  the 
American  people  but  their  conservation  and  wise 
use  is  an  Important  part  of  our  National  security.*' 

What  Secretary  McNamara  said  about  the  responsibilities  of 
natural  resources  stewardship  applies  equally  to  all  our  Nation's 
lands  --not  Just  those  in  military  installations,  or  in  the  National 
Forests. 

We  in  our  Department  understand  the  priority  the  Department 
of  Defense  must  give  to  its  military  mission  in  its  land  management 
decisions.  We  realize  that  were  there  to  be  a  conflict  between  the 
use  of  a  piece  of  land  for  essential  military  maneuvers  and  the 
gra«7ing  of  trees,  the  decision  would  be  made  in  favor  of  maneuvers-- 
provided,  of  course,  that  other  suitable  land  less  valuable  for  growing 
trees  cannot  be  found. 

We  understand  this  because  philosophically  it  is  akin  to  the 
concept  of  aH^ltiple  uee--a  philosophy  which  has  guided  the  admin¬ 
istration  of  the  National  Forests  for  more  than  half  a  century. 
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By  multiple  use  of  land  we  mean  the  combination  of  compatible 
uses  suited  to  a  particular  piece  of  land  that  will  afford  an  optimum 
return  in  the  desired  combination  of  both  economic  and  social  values. 
This  combination  of  uses  varies  with  the  objectives  of  the  owners  or 
managers,  and  they  in  turn  of  course,  vary  a  great  deal. 

I  should  like  to  say  more  about  multiple  use,  because  in  the 
Department  of  Agriculture  we  are  learning  the  necessity  of  applying  the 
principle  to  more  and  more  of  the  Nation's  land  resources  --both  public 
and  private.  But  I  understand  that  is  one  of  the  things  Ed  Cliff,  Chief 
of  the  Forest  Service,  plans  to  talk  about  on  Wednesday;  and  I  suspect 
it  will  be  discussed  a  number  of  times  and  in  a  variety  of  ways  by 
others  taking  part  in  your  ambitious  program.  I  would,  however,  like 
to  touch  upon  why  we  in  the  Department  of  Agriculture  feel  as  we  do 
about  the  importance  of  the  principle. 

The  reason  is  not  particularly  complex.  The  land  base  upon 
which  the  economic  and  social  welfare  of  our  country  depends  is 
relatively  fixed.  Over  the  years  the  land  area  on  which  we  live, 
work,  and  play--and  which  produces  virtually  all  of  our  life-supporting 
fiber  and  almost  all  of  our  food  necessities--has  remained  fairly 
constant.  It  will  probably  be  essentially  the  same  in  the  years  ahead. 

It  is  true  that  there  has  been  and  will  continue  to  be  some 
changes  in  the  uses  of  the  land.  And  though  there  probably  will  be 
even  greater  changes  in  the  demands  that  will  be  exerted  upon  it, 
still,  for  all  practical  purposes,  the  same  land  which  now  supports 
about  190  million  Americans,  and  which  supplied  comparable  needs  for 
only  about  120  million  35  years  ago,  will  be  called  upon  to  meet  the 
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same  needs  of  possibly  as  many  as  350  million  as  we  prepare  to  cross 
the  threshold  into  the  21st  century,  35  years  from  now. 

To  be  sure,  because  of  modern-day  production  miracles,  and 
even  greater  and  more  sophisticated  technological  advances  that  we 
can  expect  in  the  years  ahead,  it  is  going  to  be  possible  to  make  more 
efficient  use  of  the  productive  capacity  of  our  land.  Even  so,  the 
pressures  on  it  are  going  to  continue  to  mount.  And  as  our  standards 
of  living  continue  to  rise,  these  pressures  are  almost  certain  to  grow 
somewhat  more  rapidly  than  our  population  itself  grows. 

We  are  going  to  see  increased  demands  for  more  food,  more 
fiber,  more  places  to  play,  more  locations  for  suburban  developments  and 
shopping  centers,  more  land  for  dams  and  water  lEspoundments ,  and  more 
concrete  highways  and  airstrips.  Our  land  will  be  called  upon  to 
provide  all  of  these  things  and  more,  often  several  of  them  concurrently. 
These  pyramiding  demands  will  require  a  stewardship  undershored  by  the 
basic  multiple  use  concept. 

Within  the  Federal  Government,  the  responsibility  for  leader- 
ship  on  the  bulk  of  the  Nation's  food  and  fiber  producing  land  is  in 
the  Department  of  Agriculture.  The  Department  is  involved  in  progr^s 
directed  at  assuring  the  conservation  and  beat  use  of  more  than  a 
billion  acres  in  the  Nation's  3,7  million  farms,  and  at  the  protection 
and  management  of  all  privately  owned  forest  land--whether  on  farms  or 
not--a8  well  as  that  owned  by  State  and  local  governments.  In  addition, 
The  Department  is  directly  responsible  for  the  administration  of  the 
186  million  acres  in  the  National  Forests  and  National  Grasslands. 


(more) 


1617-64 


( 


-5- 


\ 


Before  settlement,  almost  half  of  our  land  was  forested. 

By  the  end  of  the  Nineteenth  Century,  more  than  300  million  acres 
of  land  once  forested  had  been  plowed.  Today,  as  we  are  well 
into  the  second  half  of  the  Twentieth  Century,  about  one-third  of  our 
land  is  still  forested.  Primarily  because  of  tremendous  technological 
advances  in  agriculture,  we  are  going  to  see  some  current  cropland 
converted  to  forest  land.  But  with  expanding  uses,  and  because  of 
various  other  counter-balancing  pressures  on  forest  land  which  result 
in  offsetting  additions  and  deletions,  we  can  expect  that  our  total 
forest  land  base  will  remain  relatively  constant. 

In  one  way  or  another,  the  Department  of  Agriculture  is 
directly  concerned  in  how  all  of  that  land  is  used,  and  in  the 
welfare  of  both  the  land  and  its  users.  It  is  about  this  sometimes 
overlooked  aspect  of  the  work  of  the  Department  that  I  want  to  talk  now. 

The  USDA  carries  on  its  work  through  17  operating  agencies. 
Forestry  is  a  Department-wide  activity.  Responsibility  and  the 
programs  related  to  it  are  not  limited  to  one  agency,  although  the 
Forest  Service  bears  our  primary  responsibility  in  forestry.  We  are 
not  interested  in  trees  just  for  the  sake  of  the  trees.  Rather  we 
are  concerned  with  what  forests  and  forest  land  can  contribute  to  the 
welfare  of  mankind. 

At  least  six  Department  of  Agriculture  Agencies  have  major 
forestry  activities  and  several  others  have  some  responsibilities  in 
this  field. 

There  is  the  Office  of  Rural  Areas  Development.  The  Department 
started  its  program  in  Rural  Areas  Development  to  help  increase  both 
the  economic  and  cultural  opportunities  of  rural  people;  to  help  make 
sure  that  they  are  able  to  enjoy  a  way  of  life  comparable  to  other 
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Whether  or  not  we  attain  this  objective  will  in  large  measure 
depend  upon  the  foresters  of  America  and  the  way  in  v;hich  they 
manage  the  woodlands  for  which  they  are  responsible.  Appalachia 
Is  64  percent  forested.  Our  Northern  Great  Lakes  area  is  80  percent 
forested.  Of  about  900  counties  in  the  original  48  States  designated 
by  the  Area  Redevelopment  Administration  as  low  income  counties,  about 
half  of  the  land  is  forested.  The  meaning  of  this  situation  is  self 
evident.  More  productive  forests--in  terms  of  all  of  their  resources — 
will  afford  a  primary  means  by  which  the  economy  of  much  of  our  Nation 
can  be  raised  to  an  acceptable  level.  It  is  the  Office  of  Rural  Areas 
Development  that  is  marshaling  the  efforts  and  the  energies  of  all 
agencies  in  the  Department  of  Agriculture  toward  this  end. 

As  part  of  this  effort,  the  Department's  Extension  Service 
is  working  to  increase  the  opportunities  for  the  small  woodland  owner. 

It  provides  them  with  demonstrations,  short  courses,  tours,  exhibits, 
workshops,  and  assists  with  the  organization  of  special  Interest  groups. 
The  4-H  forestry  program  is  an  example  of  the  Department's  educational 
effort  focused  on  a  special  interest  audience.  Marketing  work  with 
sawmill  operators  is  another. 

During  the  last  two  years  the  Cooperative  Agricultural 
Extension  Service  has  initiated  in  twelve  States,  special  wood  products 
marketing  and  utilization  projects.  Indications  are  that  others  will 
be  adding  this  type  of  work  to  their  program.  The  work  in  this  field  is 
already  paying  off.  For  instance,  in  Georgia  a  furniture  squares  mill 
was  faced  with  a  deficit  of  $1,000  a  month.  Following  an  analysis  of 
this  operation,  and  its  shifting  without  appreciable  additional  capital 
investment  to  a  recommended  product  mix,  the  operation  is  now  returning 
$1,500  per  month  net. 
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The  Agricultural  Stabilization  and  Conservation  Service's 
programs --and  especially  its  Agricultural  Conservation  Program--  have 
helped  a  great  many  farmers,  ranchers,  and  woodland  owners  adopt 
improved  forest  managemert  practices.  To  date,  farmers  with  ACP  cost 
sharing  assistance  have  planted  trees  or  improved  standing  timber  on 
7  million  acres--some  in  every  State  (and  most  counties),  Puerto  Rico, 
and  the  Virgin  Islands. 

ACP  assistance  is  also  an  important  factor  in  getting  trees 
planted  in  small  watershed  programs,  and  it  is  available  for  con¬ 
structing  firebreaks  and  firelanes,  erosion  control  measures  on  logging 
roads,  and  ponds  for  forest  fire  control.  ACP  funds  are  also  used  to 
carry  out  the  Naval  Stores  Conservation  Program  in  the  gum  turpentine 
producing  areas  of  the  South. 

Under  conservation  reserve  contracts  of  the  Soil  Bank,  more 
than  2  million  acres  of  trees  were  planted  in  44  States. 

Under  the  Cropland  Conversion  Program,  initiated  on  a  pilot 
basis  in  1963,  farmers  in  selected  counties  entered  into  ten-year 
cropland  conversion  agreements  on  6  thousand  acres  to  be  planted  to 
trees . 

The  Farmers  Home  Administration,  through  supervised  credit 
programs,  constantly  works  to  improve  the  income  of  the  family  farmer. 

This  involves  programs  such  as  those  directed  at  improving  farm  woodlots 
and  those  encouraging  the  shifting  into  forestry  of  land  no  longer  needed 
in  the  production  of  other  crops.  Loans  for  this  purpose  are  used  to 
clear  and  prepare  land  for  tree  planting  and  for  carrying  out  such 
protective  measures  as  fencing,  pest  control,  thinning  and  fire  protection. 
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The  Fanners  Home  Administration  also  advances  funds  for  the 
purchase  of,  or  the  refinancing  of  debts  on,  land  that  is  to  be  used 
for  forestry.  In  addition,  loans  are  available  for  harvesting  trees 
and  for  paying  annual  operating  costs. 

While  most  FHA  loans  go  to  family  farmers,  groups  of  farmers 
and  other  rural  residents  may  also  obtain  credit  to  shift  land  into 
forestry.  Under  the  rural  renewal  program,  funds  may  also  be  advanced 
to  public  bodies  for  development  of  forest  tracts  needed  to  strengthen 
the  economy  of  a  rural  conmunity. 

Since  farmers  and  ranchers  own  more  than  a  third  of  all  of 
the  Nation's  commercial  woodland,  and  nearly  half  of  that  which  is 
privately  owned,  better  forestry  on  farm  woodlands  has  long  been  an 
important  part  of  the  technical  assistance  available  to  individuals 
from  the  Soil  Conservation  Service  through  Soil  Conservation 
Districts.  Soil  Conservation  District  cooperators,  now  numbering  nearly 
2  million,  are  by  far  the  larged  group  of  private- land  tree  planters  in 
the  Nation. 

Improved  forest  practices  are  a  key  element  in  many  watershed 
protection  and  flood  prevention  projects,  of  which  more  than  500  are 
now  underway,  and  in  most  of  the  newly-authorized  Resource  Conservation 
and  Development  projects. 

These  are  typical  of  the  ways  that  the  programs  of  several 

Department  of  Agriculture  agencies  recognize  the  values  of  forest  land, 

and  better  forestry.  Other  agencies  with  smaller,  but  still  important 

forestry  responsibilities  are  the  Agricultural  Marketing  Service, 

Agricultural  Research  Service,  Economic  Research  Service,  Farmer 

Cooperative  Service,  Federal  Crop  Insurance  Corporation,  and  Rural 
Electrification  Administration. 
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Finally,  there  is  the  Forest  Service.  It,  of  course,  is  the 
primary  support  of  our  forestry  mission.  It  is  our  primary  agency  in 
some  other  respects  too.  One-fourth  of  the  employees  in  the  Department 
of  Agriculture  work  for  the  Forest  Service  making  it  our  largest  agency. 

Forest  Service  responsibilities  fall  into  three  principal 
areas  of  activity.  Of  these  the  most  widely  known  is  the  administration 
of  the  186  million  acres  of  public  lands  in  the  National  Forest  System. 
Since  this  involves  154  National  Forests  and  18  National  Grasslands  spread 
through  43  States  and  Puerto  Rico,  it  is  big  business.  Receipts  into  the 
Treasury  from  the  sale  of  National  Forest  timber  and  fees  for  other 
National  Forest  uses  in  Fiscal  Year  1963  totaled  about  $125  million. 

This  involved  the  harvest  of  10  billion  board  feet  of  timber,  a  figure 
expected  to  reach  11  billion  this  fiscal  year;  and  the  grazing  under 
permit  of  about  6  million  head  of  domestic  livestock. 

Fully  as  important  as  these  revenue  producing  activities, 
is  the  National  Forests'  protection  of  the  municipal  watersheds  of  nearly 
all  western  cities  and  towns  and  many  in  the  East--as  well  as  of  many 
watersheds  essential  to  waterpower  developments  and  millions  of  acrea 
of  irrigated  land.  Closely  related  to  this,  of  course,  is  the  role 
National  Forest  watersheds  play  in  providing  flood  protection  to 
thousands  of  acres  of  rich  valley  lands  and  their  help  in  preventing  a 
more  rapid  siltation  of  reservoirs  and  stream  channels. 

Impressive  as  these  figures  are,  the  fastest  growing  of 
all  National  Forest  activities  is  outdoor  recreation.  Last  year  there 
were  about  122  million  National  Forest  recreation  visits;  an  increase  of 


(more ) 


USDA  1617-64 


-10- 


nearly  7-fold  since  the  end  of  World  War  II.  High  on  the  list  of  these 
recreation  activities  are  hunting  and  fishing.  Last  year  the  National 
Forests  were  estimated  to  support  4.5  million  big  game  animals;  about 
one-third  of  the  country's  total.  In  addition  to  6.3  million  visits  by 
big  game  hunters,  there  were  more  than  3.6  million  small  game  hunting  and 
over  18  million  fishing  visits.  This  makes  it  readily  apparent  why 
measures  aimed  at  improving  the  wildlife  habitat  are  a  key  element  of  all 
National  Forest  Multiple  Use  Plans. 

Other  recreation  pursuits  range  from  such  familiar  ones  as 
picnicking,  camping,  boating,  swimming  and  hiking,  to  the  more 
spectacular  ones  of  skiing  on  National  Forest  wintersports  areas  or 
exploring  some  of  the  14.5  million  acres  that  have  been  set  aside  as 
wilderness  to  be  maintained  in  their  undeveloped  condition. 

The  phenomenal  mushrooming  of  outdoor  recreational  activity 
can  be  expected  to  continue  for  some  years  to  come.  By  and  large  the 
most  popular  activities  are  forest  or  f orest-and-water  oriented.  For 
the  next  few  years  at  least,  coping  with  this  demand  will  be  one  of 
the  most  complex  problems  that  foresters  will  face  everywhere. 

The  second  major  responsibility  of  the  Forest  Service  is  that 
of  providing  national  leadership  in  forestry  research. 

Forest  Service  Research  is  carried  on  through  ten  Regional 
Forest  Experiment  Stations,  the  world  famous  Forest  Products  Laboratory 
in  Madison,  Wisconsin,  and  the  Institute  of  Tropical  Forestry  in  Puerto 
Rico.  Involved  are  continuing  investigations  in  the  establishment, 
growth,  improvement,  and  harvesting  of  forest  products;  protection  of 
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forests  from  fire,  insects,  diseases,  and  animal  pests;  management  of 
rangelands;  improvement  and  management  of  wildlife  habitat;  forest 
recreation;  protection  and  management  of  watersheds;  efficient  marketing 
and  utilization  of  forest  products;  forest  engineering  and  forest 
economics.  A  continuing  forest  survey  provides  comprehensive  information 
as  to  the  extent  and  condition  of  forest  lands;  the  volume  and  quality 
of  timber  resources,  trends  in  timber  growth  and  harvest,  and  the  outlook 
for  future  supplies  and  demands.  I  am  sure  this  forestry  research  has 
already  been  helpful  to  you  in  the  management  of  military  lands,  and 
that  it  will  become  even  more  sc  in  the  future.  We  invite  you  to  keep 
in  touch  with  our  research  facilities  and  abreast  of  their  findings. 

The  third  major  activity  of  the  Forest  Service,  called  State 
and  Private  Forestry,  is  its  cooperative  program. 

Working  largely  through  the  State  Foresters  it  is  this  branch 
that  is  responsible  for  promoting,  encouraging,  and  assisting  in  the 
protection,  development,  better  management  and  improved  utilization  of 
non-Federal  forested  land  and  its  products.  Forestry  units  in  State 
Governments  with  Federal  financial  assistance  protect  from  fire  about 
420  million  acres  of  forest  and  watershed  lands.  In  addition,  the 
Forest  Service  as  a  part  of  Civil  Defense,  is  working  with  the  State 
Foresters  in  planning  the  protection  from  fire  of  all  rural  lands. 

In  past  years,  most  cooperative  forest  managment  programs 
have  been  largely  concerned  with  timber  and  other  wood  products.  As 
was  finally  seen  to  be  necessary  on  the  National  Forests,  the  owners 
of  private  forest  lands  and  the  managers  of  other  public  forests  are 
rapidly  becoming  aware  of  the  opportunities  for  redirecting  management 
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programs  to  take  advantage  of  the  full  range  of  the  potential  resource 
uses  that  their  lands  afford.  Multiple  use  management  is  rapidly 
becoming  the  watchword  of  most  forest  land  owners.  The  advantages  of 
making  use  of  the  land--often  at  a  profit,  and  usually  to  the  advantage 
of  the  communities  in  which  the  holdings  are  located--while  the  trees 
continue  growing,  are  too  obvious  to  be  overlooked. 

The  Department  of  Agriculture  is  mobilizing  all  of  its  capabilities 
to  make  the  greatest  contribution  possible  to  people  in  rural  areas 
through  developing  and  utilizing  their  forest  risources.  We  are  striving 
to  make  the  National  Forests  contribute  their  maximum  to  employment 
opportunities  and  we  are  trying  to  build  up  both  the  private  forest 
resources  and  industries  for  the  economic  and  social  betterment  of  these 
areas.  Throughout  the  Nation,  the  Department  is  moving  forward  on  a 
broad  front  to  assist  in  the  "War  on  Poverty.”  As  Secretary  Freeman  has 
said: 

"It  is  no  exaggeration  to  say  that  if  we  can 
overcome  poverty  in  the  rural  areas  of  the  Nation,  we  will 
eliminate  once  and  for  all  the  major  source  and  fount  of 
the  problem  throughout  the  Nation.” 

Forest  land  resources  in  all  ownerships  have  an  important 
role  to  play  in  this  Poverty  War.  Those  of  us  in  whom  the  Nation 
has  placed  its  trust  have  a  great  responsibility  to  make  sure  that 
all  of  our  forest  land  capabilities  are  used  to  the  fullest  extent. 

To  paraphrase  the  words  of  Lord  Nelson,  the  United  States  expects  all 
land  managers  to  do  their  duty  as  stewards. 


(more) 
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The  Department  of  Agriculture  accepts  its  share  of  the  respon¬ 
sibility,  and  this  meeting  indicates  that  the  Department  of  Defense 
does  also. 

I  am  not  going  to  try  tc  list  things  we  can  and  should  be 
doing  to  help  each  other.  I  am  sure  you  will  hear  of  many  such  things 
from  those  who  will  speak  later.  All  I  want  to  say  is  that  our 
meeting  today  is  proof  that  we  intend  to  carry  out  the  Memorandum  of 
Understanding  signed  by  our  two  Secretaries;  not  only  its  words  but 
also  its  intent  and  spirit. 

I  hope  you  will  have  a  most  successful  conference,  and  we 
look  forward  to  continuing  a  close  and  constructive  relationship 
with  you  in  meeting  the  obligations  of  our  stewardship  in  forestry. 

★  *  ★  *  ★  •*• 
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FARM  POLICY  ISSUES  FOR  THE  YEARS  AHEAD 


Talk  by  Charles  S.  Murphy,  Under  Secretary  of  Agriculture, 
at  the  42nd  Annual  Agricultural  Outlook  Conference 
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I  am  glad  to  be  here  again  this  year. 


At  the  last  Outlook  Conference,  I  talked  to  you  asome  about  how  outlook 
information  is  used  in  the  process  of  making  decisions  in  carrying  on  our 
farm  programs. 

The  outlook  affects  those  decisions  significantly,  and  at  the  same 
time  there  is  a  feedback  --  the  decisions  on  farm  programs  can  and  do  change 
the  outlook.  This  past  year  vjas  a  classic  case. 

Last  fall,  at  this  time,  this  conference  looked  for  a  drop  in  farm  in¬ 
come  in  1964  as  a  result  of  the  defeat  of  the  wheat  referendum.  But  then  a 
new  wheat  urogram  was  enacted  earlier  this  year  --  and  realized  net  farm  in¬ 
come  this  year  is  running  just  about  the  same  as  last  year. 

In  fact,  we  have  had  an  unusually  long  period  of  4  years  of  stable, 
fairly  high  incomes  as  compared  with  past  experience.  In  a  real  sense,  this 
is  an  index  of  effective  response  of  farm  programs  to  an  unfavorable  outlook. 

Although  this  conference  is  focused  primarily  on  the  outlook  for  1965, 

I  want  to  take  a  longer  look  at  the  major  policy  issues.  By  and  large,  the 
commodity  pro  grams  that  vje  have  now  will  be  in  effect  next  year  and  the  outlook 
is  clarified  to  that  extent.  But  by  1966,  a  number  of  farm  program  decisions 
will  have  to  be  made  by  the  Congress  —  at  least  with  respect  to  feed  grains, 
cotton,  wheat  and  wool,  and  perhaps  for  other  commodities  as  well.  The  dialogue 
will  start  early  in  the  next  session  of  the  Congress. 
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Probably  the  discussions  will  hold  within  a  narrower  range  than  in 
previous  years  —  well  within  the  outer  limits  of  pervasive  mandatory  controls 
on  the  one  hand  and  the  "free  market"  on  the  other.  A  consensus  appears  to 
have  developed  toward  the  broad  middle  ground  —  and  I  do  not  rest  this  con¬ 
clusion  only  on  the  results  of  the  first  Tuesday  following  the  first  Monday  in 
November.  It  is  apparent  also  in  the  report  of  the  National  Agricultural 
Advisory  Commission  Farm  Policy  In  The  Years  Ahead  published  last  week.  I 
should  add  that  the  Commission,  which  is  appointed  by  the  President,  is  made 
up  of  distinguished  farm  leaders  of  both  major  parties,  and  their  report  will 
provide  a  bipartisan  base  for  consideration.  You  will  find  this  document 
very  helpful  to  understanding  our  present  problems  and  the  direction  of  future 
policy. 

The  broad  middle  ground  —  the  course  we  are  now  pursuing  --  has  been 
effective  in  raising  the  level  of  farm  income  and  maintaining  that  higher  level 
during  the  past  4  years.  We  hope  for  and  expect  further  progress  in  improving 
farm  income.  But  we  must  recognize  that  our  ability  to  achieve  such  improve¬ 
ment  is  limited  by  the  kinds  of  programs  farmers  find  acceptable  and  by  the 
levels  of  cost  to  the  Government. 

President  Johnson  has  established  a  goal  of  parity  of  income  and  parity 
of  opportunity  for  farm  families  and  for  other  rural  people  as  well.  It  is 
important  to  remember  that,  in  terms  of  people,  the  non-farm  part  of  this  goal 
is  far  larger  than  the  farm  part.  Even  today,  fewer  than  one-fourth  of  our 
rural  people  live  on  farms.  In  the  years  ahead,  it  will  be  still  less.  And 
over  half  of  those  who  do  live  on  farms  will  be  on  part-time  or  retirement 
farms,  or  other  farms  with  resources  inadequate  to  provide  a  decent  living 
from  farming  operations. 
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In  the  farm  sector  of  the  rural  economy,  we  should  certainly  seek  to 
make  it  possibl^^  for  the  efficient  family  farmers  who  account  for  most  farm 
production  to  reach  parity  of  income  from  farming  operations.  By  parity  of 
income,  I  mean  returns  to  the  efficient  farm  operator  for  his  capital,  labor, 
and  management  comparable  to  returns  received  in  other  pursuits. 

There  are  somewhat  less  than  a  million  farms  in  the  United  States  that 
sell  more  than  $10,000  worth  of  products  annually.  These  efficient  farms  make 
up  only  27  oercent  of  the  total  number  of  farms,  but  market  nearly  four-fifths 
of  the  total  product.  They  have  the  capacity  to  produce  all  of  the  nation’s 
needs  for  agricultural  products  in  the  foreseeable  future. 

There  is  good  reason  to  be  optimistic  about  the  long-run  future  for 
the  efficient  commercial  family  farms.  They  have  sufficient  resources,  present 
and  potential,  to  provide  their  operators  with  satisfactory  returns. 

Analyses  made  in  the  Department  indicate  that  a  substantial  part  of  the 
efficient  family  farms  are  now  receiving  returns  roughly  near  "income  parity". 
In  fact,  average  returns  for  the  top  1  million  farms  would  have  been  at  parity 
in  1963  if  gross  farm  income  had  bean  increased  about  5  percent,  either  by 
higher  prices  or  larger  Government  payments.  The  increase  in  net  income  would 
have  had  to  be  larger  in  percentage  terms  —  perhaps  10  to  15  percent  above 
1963  —  for  returns  to  this  group  of  farm  operators  to  have  been  at  parity. 

We  must  emphasize  this  point:  The  income  position  of  these  farmers  is 
as  favorable  as  it  is  only  because  of  our  price  and  income  support  programs. 
Their  outlook  will  continue  this  favorable  only  so  long  as  effective  Government 
farm  programs  continue. 

The  price  and  income  programs  now  in  effect  have  been  evolving  over 
three  decades.  They  are  working  reasonably  well.  There  appears  to  be  little 
prospect  for  drastic  or  radical  changes  at  the  present  tif?, 
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Few  any  longer  seriously  propose  junking  our  programs.  Studies  made 
here  in  the  Department,  at  Iowa  State  University  and  Cornell  University,  and 
just  last  month  by  Dr. 'halter  Vlilcox  for  the  Congress,  have  documented  the 
catastrophe  that  would  result  from  such  a  course. 

Dr.  V/ilcox  finds  that  if  price  support  and  acreage  diversion  programs 
bad  not  been  in  effect  in  the  1961-63  period,  net  farm  income  would  have  averaged 
only  about  $6  billion  a  year.  This  is  less  than  half  the  average  of  $12.6 
billion  actually  received.  Economists  like  to  talk  about  multipliers.  In 
this  case,  each  $100  of  Commodity  Credit  Corporation  expenditures  on  price 
support  and  acreage  diversion  programs  increased  farm  income  by  $236. 

Net  income  would  have  been  even  lower,  if,  in  addition,  there  had  been 
no  marketing  orders.  Public  Law  480  exports,  or  agricultural  conservation 
payments . 

If  a  return  to  a  mythical  free  market  for  agriculture  is  not  a  realistic 
alternative,  neither  are  we  likely  to  take  the  road  to  further  mandatory  re¬ 
strictions  on  production.  Neither  the  farm.ers  nor  the  Congress  appear  ready 
to  accept  such  a  course,  even  though  it  might  provide  price  and  incom.e  support 
at  less  cost  to  the  Government  than  other  kinds  of  programs. 

To  say  that  drastic  changes  in  ou  r  price  and  incom.e  programs  are  not  in 
prospect  does  not  rule  out  the  need  of  making  any  changes.  We  must  continually 
reappraise  our  programs  to  maintain  farm  income,  to  hold  down  costs  to  the 
taxpayer,  and  to  keep  them  responsive  to  the  needs  of  our  rapidly  changing 
agriculture.  Program  changes  could  be  of  major  significance,  although  not 
drastic  or  radical. 

I  am  not  going  to  offer  you  a  blueprint  for  future  program  changes  this 
morning,  but  let  me  suggest  a  couple  of  examples  that  might  v;ell  be  in  the 
general  interest. 
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First,  we  need  to  develop  a  larger,  more  effective  long-run  land  retire¬ 
ment  program.  Our  problems  of  overcapacity  are  going  to  be  with  us  for  a  long 
time,  We  are  now  paying  to  withhold  about  57  million  acres  in  the  feed  grain, 
wheat  and  Conservation  Reserve  programs.  We  will  continue  to  have  somewhere 
between  50  to  80  million  acres  more  cropland  available  than  we  need  for  farm 
production.  As  a  minimum,  such  a  program  should  orovide  for  the  retirement, 
more  or  less  permanently,  of  submarginal  land  not  needed  for  farming.  It 
also  should  provide  a  better  way  to  divert  land  not  needed  in  the  short-run 
because  of  excess  capacity. 

Second,  the  National  Advisory  Commission  has  proposed  —  and  I  acree  -- 
that  producers  ought  to  take  a  look  at  quantity  limitations  rather  than 
acreage  limitations  for  some  crops  such  as  tobacco  where  mandatory  production 
controls  are  in  effect.  Tobacco  producers  as  well  as  the  rest  of  the  toiacco 
industry  have  been  seriously  discussing  poundage  quotas  for  several  years. 
Emphasis  on  high  yields  under  acreage  limitations  has  created  a  serious 
quality  problem.  Under  poundage  quotas,  growers  would  have  a  greater  incentive 
to  produce  high  quality  tobacco  in  order  to  receive  more  dollars  for  the 
quantity  allowed.  This  would  improve  the  competitive  position  of  American 
tobacco  in  the  export  market.  Tobacco  producers  should  consider  this  suggestion 
carefully.  Primarily,  it  will  be  up  to  them. 

Now  I  want  to  turn  to  another  outlook  --  away  from  "commodity  outlook" 
to  "people  outlook".  I  have  noted  that  this  conference  will  consider  the 
problems  of  rural  people  as  well.  Commodity  programs  may  be  the  proper  route 
for  the  1  million  or  so  farm  families  of  efficient  commercial  agriculture. 

But  they  cannot  provide  adequate  incomie  for  the  2-1/2  million  families  on  the 
smaller  farms  or  for  the  12  million  other  families  of  rural  America. 
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A  prosperous  commercial  agriculture  is  a  necessary  foundation  for  the 
economy  of  rural  America.  But  programs  for  commercial  agriculture  cannot  alone 
create  the  parity  of  opportunity  that  rural  people  must  have  if  they  are  to 
achieve  a  standard  of  living  comparable  to  that  of  city  people.  Only  1  out 
of  10  boys  now  growing  up  on  farms  can  expect  to  make  a  decent  living  as 
farm  operators. 

In  rural  America,  there  are  massive  problems  of  a  chronic  nature  — 
problems  of  surplus  manpower,  of  inadequate  education,  of  substandard  income 
and  substandard  living  conditions.  This  is  really  the  great  challenge  for 
the  years  ahead. 

Rural  America  has  half  of  the  nation's  poverty,  although  it  contains 
less  than  a  third  of  the  total  population. 

The  percentage  of  dilapidated  and  substandard  houses  in  rural  areas  is 
three  times  that  of  the  cities.  A  fourth  of  all  farm  homes  and  a  fifth  of 
rural  non-farm  homes  do  not  have  running  water. 

Rural  children  get  a  third  less  medical  care  than  those  in  nearby 
cities.  Their  mortality  rate  is  50  percent  higher.  They  get  less  schooling 
£nd  less  money  is  spent  on  their  education  than  for  children  in  cities. 

This  is  the  classic  "vicious  circle".  Lack  of  resources  has  kept 
rural  America  from  providing  the  educational,  health,  and  other  public  services 
necessary  to  develop  the  skills  and  talents  of  its  citizens.  And  because  the 
lack  of  skills  has  kept  earning  power  low,  rural  America  has  been  unable  to 
accumulate  the  resources  it  needs. 

Breaking  this  circle  is  our  most  important  job  in  the  years  ahead. 

One  figure  illustrates  what  we  have  to  do.  The  increase  in  jobs  needed 
between  1960  and  1970  to  absorb  the  increase  in  the  rural  labor  force,  and  to 
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alleviate  rural  uner.ployment  and  rural  underemployment,  is  over  6  milJion. 

This  is  an  increase  of  40  percent  over  the  total  number  of  rural  employment 
opportunities  existing  in  1960, 

Not  all  of  these  new  jobs  must  be  found  in  rural  America.  The  increasing 
efficiency  of  agriculture  will  release  additional  manpower,  and  migration  from 
farms  to  cities  will  continue. 

But  experience  proves  we  cannot  look  to  migration  to  solve  the  ills  of 
rural  America.  The  flow  of  rural  population  into  the  cities  has  left  serious 
problems  in  its  wake. 

Many  rural  areas  have  been  stripped  of  their  younger,  best  educated 
and  most  productive  citizens.  This  loss  of  human  resources  and  potential 
leadership  has  seriously  weakened  rural  institutions. 

For  many  other  farm  people  uprooted  by  technological  change,  particularly 
the  poorly  educated,  migration  has  meant  exchanging  poverty  in  the  country  for 
poverty  in  the  city. 

Our  first  step  in  coping  with  t  he  problem  of  poverty  in  rural  America 
is  to  give  our  rural  youth  a  chance  to  compete  successfully  for  a  decent  in¬ 
come,  either  in  the  city  or  in  the  country.  Many  of  us  believe  that  the 
number  one  "farm  problem"  now  and  for  the  future  is  the  widespread  deficiency 
in  rural  education. 

The  humanitarian  reasons  for  providing  equality  of  opportunity  for  our 
rural  youth  are  obvious.  The  economic  justification  is  just  as  compelling. 
Various  studies  have  dem.onstrated  that  the  returns  for  public  investment  in 
human  resources  provide  greater  returns  than  investment  in  physical  or  natural 
resources.  For  example,  returns  on  investment  in  primary  education  appear  to 
be  about  35  percent  for  the  nation  as  a  whole,  and  it  probably  is  much  greater 
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for  some  of  the  disadvantaged  groups.  Returns  on  a  typical  water  or  land 
resource  investment,  on  the  other  hand,  seldom  reach  10  percent. 

CXir  public  policies  for  rural  America  have  been  too  heavily  weighted 
in  favor  of  investment  in  real  estate,  or  plants  and  animals,  as  compared  with 
investment  in  hum.an  development.  We  must  shift  the  emphasis  toward  greater 
investm.ent  in  people. 

One  of  our  major  objectives  is  to  give  rural  people  a  fair  chance  to 
choose  whether  they  stay  in  their  home  communities  or  move  to  the  city.  For 
many,  it  is  a  very  poor  choice  under  present  conditions,  considering  the 
disadvantages  of  education,  jobs  and  incomes,  housing  and  public  facilities, 
in  rural  areas. 

How  to  move  all  of  rural  America  and  its  people  into  the  mainstream 
of  national  economic  progress  m.ay  well  occupy  the  center  stage  of  policy 
issues  with  which  this  conference  will  be  concerned  in  the  years  ahead. 
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Statement  of  Charles  S.  Muiphy,  Under  Secretary  of  Agriculture, 
before  the  International  Finsince  Subcommittee  of  the  Senate 
Banking  and  Currency  Committee,  March  l6,  19^5 


Mr«  Chai'Jioan  and  Members  of  the  Committee: 


I  am  glad  to  have  this  opportunity  to  appear  here  and  discuss 
the  relationship  between  agriculture  and  the  balance  of  payments.  I 
venture  to  believe  that  this  relationship  is  far  more  significant  than 
most  people  realize. 

In  fact,  expansion  of  agricultural  exports  is  one  of  the  best 
possibj.lities  we  have  for  improving  our  balance  of  payments  situation.  It 
is  also  a  possibility  which  depends  very  largely  on  the  wisdom  and  vigor  of 
Government  policies  and  actions,  as  well  as  on  the  productive  genius  of 
Ame'fi.ca.n  agriculture. 

To  realize  our  full  potential  for  expanding  agricultural  trade, 
we  must: 

(l)  Have  domestic  farm  programs  which  keep  our  agricultural 
economy  vigorous  and  strong  -  encouraging  increased  efficiency  and  lower 
production  costs  -  and  permitting  our  farmers  to  compete  effectively  for 
world  markets . 


(2)  Provide  credit  and  other  export  aids  so  that  our  agricultural 


exports  can  compete  vigorously  and  fairly  for  world  markets. 

(3)  Encourage  economic  growth  in  the  less  developed  countries  to 
increase  their  Duying  power. 

(U)  Continue  and  expand  our  highly  successful  market  development 


programs  to  increase  the  demand  for  our  farm  products  abroad. 
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(5)  Reduce  barriers  to  international  trade  in  agricultural  products. 

(6)  Avoid  self-defeating  policies  and  actions  that  needlessly  restrict 
our  agricultural  exports. 

Before  commenting  on  each  of  these  points,  I  vould  like  to  indicate  the 
important  place  that  agricultural  exports  already  have  in  our  trade  balance  and 
in  providing  markets  for  the  products  of  our  farms.  I  would  also  like  to  indicate 
briefly  the  amount  of  progress  we  have  made  in  recent  years  in  expanding  our 
agricultural  exports. 

Since  calendar  year  1958^  we  have  pushed  the  value  of  total  agricultural 
exports  from  $3»9  billion  to  a  record  peak  of  $6.3  billion.  That’s  an  increase 
of  65  percent. 

Most  of  this  gain  has  come  from  commercial  sales — the  thi’ee- fourths  of 
our  total  agricultural  exports  that  we  sell  for  dollars.  Of  course,  when  we 
sell  for  cash  in  foreign  markets  we  are  helping  in  a  very  direct  way  to  close 
the  dollar  gap,  which  last  year  amounted  to  $3-0  billion. 

Let  me  cite  a  few  more  figures  to  illustrate  the  important  role  that 
agriculture  is  playing  in  the  trade  arena. 

In  1958 — and  I  use  that  year  as  a  starting  point  because  that  was  when 
the  balance  of  payments  problem  became  acute --the  portion  of  farm  product 
exports  sold  abroad  for  cash  totaled  $2.6  billion.  Every  year  since  then  we 
have  sold  more  for  dollars  than  in  the  preceding  year.  The  cumulative  increase 
in  dollar  earnings  from  farm  exports  during  the  period,  taking  1958  as  a  base, 
has  been  $6.1  billion.  That’s  a  solid  contribution  to  alleviating  our  balance 
of  payments  problem. 

If  I  may  boast  a  bit  about-  agriculture.  I'll  say  that  our  farm  product 
exports  are  moving  ahead  faster  than  shipments  of  industrial  products.  The 
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gain  in  our  commercial  agricultural  exports  between  1958  and  1964 — from  $2.6 
billion  to  $4.6  billion — was  a  whopping  80  percent.  The  gain  for  industrial 
goods — from  $12.4  to  $l8.8  billion — was  only  50  percent. 

But  both  sectors  of  our  economy  can  be  proud.  Our  overall  merchandise 
account  balance  has  been  favorable  for  may  years.  For  example,  since  1958  we  have 
exported  an  aggregate  of  $139  billion  worth  of  goods — industrial  as  well  as 
agricultural.  Over  that  period  our  total  merchandise  imports  have  amounted  to 
only  $109  billion.  That  gives  us  a  favorable  balance  of  about  $30  billion  on 
the  merchandise  account.  Our  dollar  gap  cones,  not  from  merchandise  trade  but 
from  such  "invisibles"  as  cold  war  outlays,  U.  S.  investment  abroad,  and  tourist 
expenditures  overseas. 

We  also  are  getting  substantial  balance  of  payments  help  from  the 
approximately  one -fourth  of  our  agricultural  exports  that  move  under  the  Public 
Law  480--Food  for  Peace  program.  These  shipments  had  a  value  of  about  $1.7 
billion  in  1964. 

We  are  using  foreign  currencies  generated  under  Title  I,  P.  L.  48o,  to  pay 
such  bills  as  embassy  expenses,  military  outlays,  and  costs  of  market  development 
operations  carried  on  all  over  the  world.  About  $233  million  was  used  for  these 
purposes  last  year. 

The  P.  L.  480  barter  program,  which  involves  the  exchange  of  U.  S.  farm 
products  for  various  materials  and  services,  also  is  helping  us  avoid  certain 
dollar  expenditures  abroad.  In  1964  we  saved  $115  million  by  bartering  surplus 
food  and  fiber  for  such  goods  as  post  exchange  supplies,  petroleum,  and  jute  bags, 
and  for  such  services  as  modification  of  foreign  based  U.  S.  aircraft  and  ship 
repairs . 
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The  long-term  credit  program  carried  on  under  Title  IV,  P.  L.  480,  is 
beginning  to  give  us  some  balance  of  payments  assistance  now,  and  will  provide 
more  as  time  goes  by.  The  program  has  accounted  for  almost  $200  million  worth 
of  agricultural  exports  sold  for  dollars  on  credit  terms  up  to  20  years.  Close 
to  $8  million  in  interest  and  principal  has  been  received — and  in  dollars. 

I  would  like  to  turn  now  to  some  of  the  ways  in  which  we  can  make  it 
possible  for  agricultural  exports  to  be  even  more  helpful. 

U.  S.  Farm  Programs 

The  United  States  is  the  largest  agricultural  exporter  among  all  the  Nations 
of  the  world.  The  basic  reason  for  this  is  the  marvelous  efficiency  of  American 
agriculture.  The  efficiency  and  productivity  of  our  agriculture  have  increased 
in  recent  years  at  a  furious  rate  -  far  outpacing  any  effective  demand  for  our 
farm  products.  Productivity  -  the  agricultural  version  of  automation  -  is  in¬ 
creasing  on  our  farms  at  a  rate  twice  as  fast  as  in  our  economy  as  a  whole.  It 
has  more  than  doubled  in  the  past  15  years. 

The  results  of  this  agricultural  revolution  have  been  extremely  beneficial, 
although  accompanied  by  some  very  painful  adjustments.  At  home,  our  people  are 
fed  better  than  ever  before  and  pay  for  their  food  a  smaller  share  of  their  income 
than  ever  before.  The  average  American  today  spends  less  than  19fo  of  his 
income  for  food.  Fifteen  years  ago,  it  was  26^.  Incidentally,  the  American 
farmer  gets  only  about  l/4  of  that  19^. 

Abroad,  we  have  been  able  to  make  an  indispensable  contribution  of  food  to 
rehabilitation  and  reconstruction  in  Europe  after  World  War  II  -  to  survival  and 
development  in  other  Nations  since  then  -  and  at  the  same  time  increase  our  dollar 
earnings  from  exports. 
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Even  vlth  all  these  achievements,  our  agricultural  plant  is  not  fully 
employed.  In  fact,  we  go  to  considerable  lengths  to  restrain  its  bounty.  We 
are  now  keeping  more  than  50  million  acres  of  cropland  out  of  production  under 
Government  programs.  If  we  removed  these  restraints,  it  is  likely  that  U.  S. 
agricultural  production  would  increase  by  some  25^  within  3  ^  years. 

During  the  past  30  years  we  have  developed  an  elaborate  system  of  price 
support  and  production  adjustment  programs  to  help  bring  stability  of  our  agri¬ 
cultural  economy  in  these  times  of  rapid  change.  By  and  large,  these  programs  have 
been  successful.  Farm  income  has  been  maintained  at  levels  much  higher  than 
would  otherwise  have  prevailed.  If  these  programs  were  to  be  terminated  now,  net 
farm  income  in  the  United  States  would  drop  about  ^OPjo. 

These  programs  have  sought  to  stabilize  prices  of  farm  products  in  relation 
to  the  prices  of  other  goods  and  services  in  our  economy.  Although  they  have 
achieved  considerable  success  in  doing  this,  farm  prices  have  not  kept  up  with 
other  price  increases  for  the  past  10  or  15  years.  Farm  prices  have  failed  by 
one-fourth  to  keep  up  with  other  price  increases  for  the  past  10  or  I5  years. 

Even  so,  U.  S.  prices  for  some  of  our  basic  export  commodities  have  been  above 
general  world  levels.  This  has  been  our  dilemma  -  as  we  have  sought  to  stabilize 
farm  prices  in  a  fair  relationship  to  other  U.  S.  prices,  we  have  moved  toward 
pricing  ourselves  out  of  world  markets. 

We  have  met  this  problem  in  various  ways,  with  export  subsidies  and  the 
like,  and  I  shall  return  to  that  subject.  But  the  main  point  is  that  the  system 
has  been  such  that  the  producers  of  some  of  our  basic  commodities  -  notably 
wheat,  cotton,  and  tobacco  -  have  not  been  free  to  compete  fully  for  world 
markets  at  world  prices.  They  could  not  do  this  because  their  total  production 
has  been  confined  by  programs  geared  to  stabilizing  their  position  in  the  domestic 
economy.  This  dilemma  is  leading  us  to  examine  more  seriously  than  ever  before 


(more ) 


-6- 


modifications  in  our  farm  programs  to  permit  separate  treatment  of  production  for 
domestic  use  and  production  for  export.  We  moved  in  that  direction  significantly 
with  the  wheat  legislation  enacted  last  year . 

Under  the  new  wheat  program,  part  of  the  producers '  return  is  provided 
in  the  form  of  certificates,  while  the  wheat  itself  moves  through  the  marketing 
system  at  prices  supported  hy  a  loan  at  near  world  price  levels.  This  program 
is  proving  feasible,  and  we  hope  it  will  be  extended.  Among  its  other  virtues, 
it  is  a  voluntary  program  -  and  any  farmer  who  wants  to  stay  out  of  it  can 
grow  and  market  all  the  wheat  he  pleases  without  let  or  hindrance.  But  more 
important  for  our  present  purposes,  this  "two-price"  system  gives  us  a  method 
for  permitting  our  wheat  farmers  to  compete  for  world  markets  on  even  terms 
with  producers  in  other  exporting  countries.  At  the  same  time,  it  should 
reduce  the  need  for  us  to  restrain  production  by  artificial  means;  and,  to 
the  extent  our  producers  can  compete  successfully  for  export  markets  on 
these  terms,  it  opens  up  opportunities  for  our  highly  efficient  agriculture 
to  make  a  greater  contribution  to  our  balance  of  payments. 

There  is  good  reason  to  believe  that  our  farmers  can  compete  effectively 
enough  on  even  terms  in  world  markets  to  expand  exports  substantially.  In 

fact,  the  two  commodities  which  are  our  star  performers  in  export  expansion 

1 

-  soybeans  and  corn  -  are  now  exported  without  any  subsidy  at  all.  Exports 
of  soybeans  have  grown  from  $238  million  in  fiscal  1959  "bo  $51^  million  in 
fiscal  1964;  corn  from  204  million  bushels  in  fiscal  1959  'bo  ^53  million 
bushels  in  fiscal  1964.  Fortunately,  we  have  every  reason  to  expect  continued 
significant  growth  in  exports  of  both  these  commodities. 
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The  abundant  availability  of  feed  grains  at  moderate  and  reasonable 
prices  in  the  U.  S.,  is  also  creating  a  situation  vhere  ve  may  be  able  to 
achieve  a  significant  increase  in  exports  of  livestock  and  animal  products. 
Much  attention  is  being  given  to  this  possibility,  and  the  results  could 
be  quite  surprising. 

Among  the  commodities  where  the  U.  S.  price  level  is  above  the 
world  price  so  as  to  create  an  export  barrier,  the  President,  in  his  Farm 
Message  of  February  4,  I965,  recommended  that  attention  be  given  to  changes 
in  the  programs  for  rice  and  tobacco  to  facilitate  more  effective  export 
efforts,  and  we  hope  to  have  more  detailed  suggestions  before  the  Congress 
in  the  near  future. 

Export  Aids 

We  have  an  effective  set  of  export  aids  available  for  agricultural 
production  at  the  present  time.  The  Export-Import  Bank  can  make  credit 
available.  The  Commodity  Credit  Corporation  can  sell  for  expert  on 
credit  terms,  and  can  also  sell  for  export  at  prices  below  U.  S.  internal 
levels.  In  addition,  CCC  is  authorized  to  pay  export  subsidies  on 
agricultural  products. 

The  administration  of  these  export  aids  is  a  very  complicated 
and  difficult  task.  I  will  be  glad  to  discuss  it  at  length  if  the  Committee 
wishes,  but  I  mainly  want  to  say  that  our  purpose  is  to  administer  these 
aids  vigorously  to  make  sure  we  achieve  a  fair  share  of  the  world's  export 
markets;  and  at  the  same  time  it  would  be  unwise  and  self-defeating  to  go 
beyond  that  to  price  wars  and  unfair  competition  that  are  or  would  be  harm¬ 
ful  to  all  exporting  nations  including  the  United  States. 
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In  fact,  we  have  an  obligation  under  the  GATT  not  to  use  export  subsidies 
beyond  what  is  necessary  to  achieve  a  fair  share  of  the  world  market.  I  believe 
this  is  as  it  should  be. 

Our  justification  for  paying  subsidies,  of  course,  lies  in  the  restrictions 
we  place  on  the  production  of  crops,  and  the  fact  that  we  do  not  seek  through  a 
combination  of  support  prices  and  export  subsidies  to  obtain  an  undue  share  of 
world  markets  for  our  production.  The  responsibility  for  administering  these 
programs  so  as  to  provide  enough  export  assistance  without  providing  too  much  is 
a  heavy  one.  It  frequently  leads  to  difficulties  in  our  relationships  with  other 
exporting  countries,  as  well  as  with  our  own  producers  and  exporters.  This  is  an 
additional  reason  for  modifying  our  domestic  farm  programs  to  eliminate  the  need 
for  export  assistance  in  so  far  as  practicable. 

In  the  meantime,  it  will  be  our  purpose  to  make  sure  we  do  obtain  a  fair  share 
of  the  market  for  those  commodities  where  export  aids  are  needed  and  justified. 

Increased  Buying  Power  in 
Developing  Countries 

The  greatest  potential  for  increased  demand  and  utilization  of  agricultural 
commodities  is  among  the  hundreds  of  millions  of  people  in  the  poorer  countries 
of  the  world  who  do  not  get  enough  to  eat. 

Two-thirds  of  the  world’s  people  live  in  countries  with  inadequate  diets. 

The  diet-deficit  areas  include  all  of  Asia  except  Japan  and  Israel,  all  but  the 
southern  tip  of  Africa,  the  northern  part  of  South  America,  and  almost  all  of 
Central  America  and  the  Caribbean. 

The  diet  of  people  in  these  areas  averaged  9OO  calories  per  day  below  the 

level  of  the  one-third  of  the  world  living  in  countries  with  adequate  diets  in 

1959-61,  and  300  calories  below  an  adequate  nutritional  standard.  The  daily 

consumption  of  protein  was  less  than  two-thirds  of  the  level  in  the  diet-adequate 

countries;  the  fat  consumption  rate  was  less  than  one-third. 

(more ) 


-  9  - 


The  total  cost  of  bringing  the  average  diet  to  the  nutritional  standard  is 
projected  to  be  $6.8  billion  in  1970.  For  the  Free  World,  the  cost  vould  be 
$2.5  billion.  That  is  a  rough  measure  of  the  potential  markets  in  these  countries. 

Through  our  foreign  aid  program,  and  especially  through  Food-for-Peace,  we 
are  seeking  to  encourage  economic  growth,  improve  living  standards,  and  increase 
buying  power  in  such  countries.  To  the  extent  we  can  do  that,  we  will  be  tapping 
the  largest  market  there  is  for  our  agricultural  exports. 

Countries  where  we  have  given  food  aid  in  the  past  are  now  our  best  dollar 
customers.  Western  Europe,  where  we  helped  through  the  Marshall  Plan;  Japan  - 
now  our  best  single  dollar  customer  for  agricultural  exports  -  almost  $750  million 
a  year  -  was  receiving  aid  under  PL  U80  only  a  few  years  ago;  Spain,  which  was 
also  a  recipient  of  aid  under  PL  48o  has  now  become  a  major  dollar  customer  for 
our  agricultural  exports. 

Sorac  people  are  concerned  lest  increased  agricultural  capability  in  the 
developing  countries  eliminate  export  markets  for  us  because  those  countries  will 
be  able  to  supply  their  own  needs.  In  general,  this  concern  is  not  justified. 

The  food  needs  of  these  countries  are  so  large  that  their  own  increased  production 
will  not  be  able  to  meet  them.  On  the  contrary,  they  will  only  help  to  provide 
the  elemental  basis  for  a  viable  economy  to  make  possible  a  growth  in  income  and 
purchasing  power.  This  growing  purchasing  power  will  permit  larger  purchases  of 
agricultural  imports  on  commercial  terms  than  would  be  possible  otherwise. 

This  is  not  to  say  that  foreign  aid  should  be  administered  without  safeguards 

to  prevent  interference  with  commercial  agricultural  trade.  We  should,  and  do,  take 

care  that  PL  480  sales  do  not  preempt  normal  commercial  markets  for  agricultural 

products;  we  screen  aid  projects  to  try  to  prevent  financing  competition  for  our 

own  commercial  exports;  and  we  try  to  see  that  the  terms  of  PL  480  sales  are  made 

firmer  country  by  country  whenever  possible  on  the  basis  of  ability  to  pay. 
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Despite  the  fact  that  some  interference  with  normal  commercial  trade  is 
inevitable,  we  are  convinced  that  PL  480  aid  -  in  addition  to  its  important 
contribution  to  peace  and  to  meeting  basic  human  needs  -  will  in  the  long-run 
make  a  most  significant  contribution  to  creating  vast  new  markets  for  the  pro¬ 
ducts  of  farmers  in  the  U.  S.  and  other  exporting  countries. 

Expanded  Market  Development  Programs 
We  all  know  that  expanded  exports  don't  "just  happen."  There  must  be 
demand  for  our  goods.  And  vigorous  sales  effort  is  a  "must," 

Fortunately,  the  foreign  economic  climate  in  recent  years  has  been  favor¬ 
able.  Demand  for  our  food  and  fiber  has  been  strong.  Populations  are  expanding. 
In  many  coujitries,  particularly  the  industrialized  nations,  the  larger  populations 
have  high  purchasing  power.  They  are  using  part  of  it  to  upgraie  their  diets. 
Today  fc/  eign  consumers  are  eating  a  far  wiaer  variety  of  food  than  was  the  case 
a  few  years  ago.  And  they  have  stepped  up  consumption  of  such  i datively  high- 
cost  items  as  meat,  poultry,  dairy  products,  fruits,  and  vegetables. 

But  a  favorable  demand  situation  must  be  exploited  if  we  are  to  maximize 
exports.  In  other  words,  we  must  copy  a  leaf  from  the  manufacturers  of  industrial 
goods  and  get  out  and  sell.  That’s  what  we  have  been  doing.  We  have  become 
active,  aggressive  merchandisers.  And,  as  you  have  seen,  the  effort  is  paying 
off  well  in  terms  of  increased  sales  for  dollars. 

We  attribute  much  of  our  success  to  the  fine  cooperation  of  government  and 
industry  in  market  development  work.  Today,  47  U.  S.  trade  and  farm  groups 
work  with  the  Department  of  Agricultiire  on  development  activities  covering 
virtually  all  major  commodities.  Development  work  is  going  on  in  67  countries 
in  concert  with  over  200  foreign  trade  associations. 


(more ) 


11  - 


A  special  effort  is  being  made  to  reach  foreign  importers,  wholesales, 
distributors  and  others  in  a  position  to  buy  U.  S.  farm  products  in  substantial 
volume.  Of  increasing  importance  are  commodity  "conferences"  held  in  connection 
with  U.  S.  exhibits  at  international  trade  fairs.  For  example,  "meat  conferences" 
at  recent  exhibits  in  Hamburg,  Paris,  and  West  Berlin  brought  together  U.  S.  and 
foreign  meat  trade  people  for  discussion  of  meat  quality,  supplies,  prices,  and 
shipping.  Permanent  Trade  Centers  at  London,  Milan,  and  Tokyo  are  aimed  directly 
at  members  of  the  trade.  We  are  continuing  to  bring  foreign  trade  people  to 
the  United  States  to  meet  U.  S.  sellers  and  to  see  how  we  produce,  process,  and 
market  our  goods. 

We  are  also  keeping  consumers  in  mind,  because,  through  them,  we  create 
demand  for  our  products.  We  have-  reached  over  50  million  foreign  consumers 
through  150  exhibits  in  35  foreign  countries.  We  have  reached  m^ny  more  in 
other  ways--through  advertising,  mobile  exhibits,  distribution  ci  samples, 
contests  and  other  tested  promotion  techniques. 

We  have  some  outstanding  "success  stories"  which  prove  that  persistent 
and  intelligent  sales  effort  produces  results. 

A  few  years  ago  the  U.  S.  Soybean  Council  persuaded  the  Spanish  Government 
to  try  some  of  our  soybean  oil  under  the  Title  I,  P.  L.  480  program--the  U.  S. 
Government  accepting  Spanish  pesetas  in  payment.  The  industry  followed  up  with 
an  intensive  program  to  show  consumers  that  soybean  oil  could  be  blended  with 
olive  oil  or  used  in  lieu  of  olive  oil  for  certain  purposes.  Foreign  currency 
sales  eventually  were  replaced  by  dollar  sales.  Today,  Spain  is  the  largest 
cash  buyer  of  our  soya  oil.  Our  dollar  sales  to  Spain  to  date  add  up  to  almost 
1  billion  pounds,  valued  at  $100  million. 
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Italy  in  i960  was  buying  virtually  all  of  its  feed  grains  from  sources 
other  than  the  United  States.  The  U.  S.  Feed  Grains  Council,  working  with  the 
American  agricultural  attache  in  Rome,  and  the  Italian  grain  and  feed  trade, 
persuaded  the  Italian  Government  to  permit  imports  of  U.  S.  corn,  barley,  and 
grain  sorghums.  U.  S.  feed  grain  exports  to  Italy  rose  promptly  from  79^000 
metric  tons  in  i960  to  204,000  in  I96I,  to  471,000  in  I962,  and  to  over  a 
million  tons  in  1964. 

Market  development  success  stories  like  these  are  numerous.  The  list 
includes  expansion  of  markets  for  wheat,  feed  grains,  and  poultry  in  Japan; 
rice  in  the  United  Kingdom  and  South  Africa;  soybean  oil  in  Iran;  tobacco  in 
Thailand  and  Austria.  These  successes  explain  in  large  part  why  our  agricultural 
exports  sold  abroad  for  dollars  have  increased  from  $2.6  billion  in  1958  to 
$4.6  bij  lion  in  1964. 

Reduce  Trade  Barriers 

We  are  now  engaged  in  the  Kennedy  Round  of  tariff  negotiations  seeking 
to  implement  the  authority  given  in  the  Trade  Expansion  Act  of  I962  to  reduce 
trade  barriers  on  a  reciprocal  basis  for  the  purpose  of  increasing  international 
trade.  The  agricultural  phase  of  these  negotiations  is  proving  to  be  extremely 
difficult . 

Up  to  the  present  time,  we  have  not  been  able  to  establish  a  satisfactory 
basis  for  dealing  with  our  major  agricultural  trading  partner,  the  European 
Economic  Community. 

A  primary  purpose  of  the  Trade  Expansion  Act  was  to  give  the  President 
the  tools  needed  effectively  to  bargain  down  protective  walls  which  the  European 
Economic  Community  was  building  around  its  domestic  agriculture.  The  EEC  variable 
levy  system  threatened  to  cufshai^ly  into  U.  S.  exports  to  this  extremely 
important  dollar  market  —  the  largest  we  have,  and  the  Congress  and  the  Executive 
Branch  wanted  to  reduce  these  levies. 

(more ) 
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This  problem  was  apparent  at  the  conclusion  of  the  last  negotiation 
in  1961,  when  the  EEC  withdrew  from  our  trade  agreements  the  bindings  it  had 
negotiated  on  a  number  of  important  products  such  as  wheat  and  feedgrains,  rice 
and  poultry.  At  that  time,  the  most  the  EEC  was  willing  to  do  for  these 
commodities  was  agree  to  certain  "standstill  arrangements"  which  gave  the  U.  S. 
the  right  to  negotiate  further  when  the  EEC  put  into  operation  its  common 
agricultural  policies,  and  also  carried  forward  the  value  of  our  bindings. 

The  internal  EEC  programs  have  continued  to  be  a  stumbling  block  to 
negotiation.  The  U.  S.  has  been  ready  for  months  to  begin  the  process  of 
agricultural  bargaining,  but  the  Community  has  been  unwilling  to  do  so  until 
its  common  agricultural  policies  are  complete. 

EEC  preoccupation  with  its  common  agricultural  policies  has  also  led  it 
to  propose  a  formula  for  negotiation  which  has  proven  unacceptable  to  the  U.  S. 
and  most  of  the  other  negotiating  countries.  This  is  the  montant  de  soutien 
or  margin  of  support  proposal.  It  is  complicated  and  difficult  to  explain  -- 
but  in  its  simplest  terms  it  seems  to  freeze  the  high  barriers  to  trade  that 
will  exist  in  the  Community,  and  not  a  reduction  in  that  protection.  We  think 
it  will  be  very  difficult  for  them  to  explain  how  this  would  expand  agricultural 
trade . 

The  Community  agreed  upon  its  internal  common  grain  price  in  December  of 
last  year,  thus  taking  a  major  step  towards  completing  its  common  agricultural 
policy  for  grains.  It  had  said  that  it  could  not  begin  negotiations  on  grains 
until  this  step  was  taken.  Now  the  EEC  should  be  in  a  position  to  take  part  in 
meaningful  grains  negotiations  within  the  next  few  weeks. 

It  does  not  appear  that  the  Community  will  complete  its  common  agricultural 
policies  on  other  products  --  such  as  beef  and  dairy  products,  rice  and  tobacco 
for  some  months.  Thus,  the  Community  is  unwilling  to  enter  into  negotiations  on 

(more ) 
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products  other  than  grains  until  September.  As  a  result  of  work  now  being  done  in 
Geneva,  however,  it  appears  as  if  the  bargaining  on  these  other  products  will 
begin  at  that  time.  The  interim  period  will  be  used  to  explore  with  the 
negotiating  countries  how  this  bargaining  will  take  place. 

We  have  suggested  the  simple  formula  of  identifying  the  trade  barriers 
which  impede  exports,  and  of  reducing  them  and  binding  these  reductions  against 
increase.  This  approach  is  consistent  with  the  objectives  of  the  Trade  Expansion 
Act  under  which  we  are  negotiating. 

We  are  flexible  in  the  methods  to  be  used  for  negotiation,  but  we  are 
firm  in  our  objectives.  The  negotiation  is  our  program  for  reducing  trade 
barriers  and  expanding  agricultural  trade. 

If  we  cannot  expand  trade  there  is  no  purpose  in  participating  in  a  trade 
negotiai Ion. 

Avoid  Self-defeating  Actions 

Encouraging  agricultural  exports  is  a  field  of  activity  where  it  is 
terribly  easy  for  one  to  get  tangled  up  with  his  own  feet.  There  are  some  pro¬ 
grams  which  administered  one  way  will  increase  dollar  exports,  and  administered 
differently  will  decrease  them.  The  thread  of  consistency  is  not  always  easy 
to  follow,  but  we  must  search  for  it  constantly.  Let  me  give  some  examples. 

Barter  -  Barter  transactions  can  be  good  for  the  balance  of  payments  or 
they  can  be  bad.  The  idea  that  we  can  swap  surplus  agricultural  commodities 
for  something  else  to  store  in  another  stockpile  with  no  adverse  consequences  is 
far  too  simple.  The  disposal  of  the  bartered  agricultural  commodities  can,  and 
almost  always  does,  displace  dollar  sales  in  some  degree.  Obviously,  it  is 
better  to  get  cash  dollars  for  our  agricultural  exports  than  some  mineral  that 
we  might  or  might  not  use  -  and  this  has  an  immediate  effect  on  the  balance  of 
payments. 


(more ) 
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We  have  rules  to  require  a  shoving  of  "additionality"  -  that  dollar  sales 
will  not  he  displaced.  But  these  rules  are  difficult  to  administer  and  their 
effectiveness  cannot  be  precisely  measured.  In  each  barter  transaction  there 
has  to  be  a  value  judgment  as  to  whether,  on  the  whole,  the  advantages  outweigh 
the  disadvantages.  Cotton  merchants  seem  to  have  concluded  that,  on  the  whole, 
barter  has  a  negative  effect  and  they  do  not  support  it. 

In  the  past  two  years,  we  have  shifted  the  main  thrust  of  our  barter 
program  to  aiding  off-shore  procurement  for  the  whole  government.  These  are 
cases  where  dollars  would  otherwise  be  spent  abroad  and  payment  is  made  with 
our  agricultural  commodities  instead.  Additional  materials  to  be  stockpiled  - 
which  would  not  otherwise  be  procured  -  are  not  imported.  Most  of  this 
business  is  done  in  cooperation  with  the  Department  of  Defense  and  the  Agency 
for  International  Development,  and  it  is  working  successfully.  ITiis  type  of 
barter  makes  a  real  balance  of  payment  contribution  without  the  risk  of  dis¬ 
placing  dollar  sales  to  obtain  unneeded  materials. 

Export  Licenses  -  Some  agricultural  commodities  can  be  exported  to  Soviet 
Bloc  countries  without  obtaining  an  export  license  in  each  individual  case; 
others  cannot.  In  general,  the  dividing  line  is  that  if  there  is  a  price  support 
program  for  the  commodity,  a  license  is  required;  otherwise,  not.  Thus,  we 
require  a  license  for  the  commodities  we  most  need  to  export,  but  not  for  the 
others.  This  licensing  requirement  is  a  substantial  impediment  to  export  sales. 
If  it  were  removed,  we  almost  certainly  would  have  a  prompt  and  significant 
increase  in  agricultural  exports. 

Cargo  Preference  -  A  related  matter  is  the  requirement  that  when  a 
license  is  issued  for  grain  exports  to  the  Soviet  Bloc,  a  condition  is  imposed 
that  at  least  50^  must  be  moved  in  U.  S.  ships.  No  similar  requirement  exists 
in  the  case  of  other  commercial  sales  which  (except  as  to  this  shipping  require¬ 
ment)  would  be  made  on  exactly  the  same  terms  to  other  countries. 

(more ) 
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This  requirement  was  first  established  when  the  sale  of  wheat  to  Russia 
was  under  consideration  in  I963.  At  that  time  it  appeared  that  this  requirement 
would  not  interfere  with  such  sales.  However,  it  has  not  worked  out  that  way.  In 
fact,  the  evidence  is  rather  clear  that  except  for  this  requirement  the  sales  to 
Russia  in  1963-64  would  have  been  approximately  twice  as  large  as  they  were. 

This  year,  Russia  again  is  importing  rather  substantial  quantities  of 
wheat  from  Canada  and  Australia  -  but  not  from  the  U.  S.  It  is  plain  that  the 
reason  we  are  not  being  considered  for  these  purchases  is  because  this  U.  S. 
shipping  requirement  adds  substantially  to  the  cost  which  the  purchaser  would 
incur. 

Thus,  the  actual  effect  of  this  requirement  now  is  -  not  to  provide 
additional  business  for  the  U.  S.  Merchant  Marine  -  but  to  prevent  U.  S.  long¬ 
shoremen,  U.  S.  exporters,  and  U.  S.  farmers  from  having  emplo3rment  and  earings 
that  would  otherwise  accrue. 

The  adverse  effect  of  this  one  requirement  on  the  U.  S.  balance  of  payments 
might  well  be  in  the  range  of  $100  million  a  year. 

Export  Subsides  -  I  have  said  earlier  that  excessive  export  subsidies 
might  be  self-defeating.  Obviously,  the  returns  per  unit  to  this  country  as 
well  as  others  will  be  less  the  lower  the  price  is.  Selling  a  large  volume  of 
goods  with  a  loss  on  every  unit  is  not  very  good  business  and  should  be  avoided. 

I  mention  this  here  merely  to  make  the  point  that  one  should  not  assume 
we  can  greatly  increase  the  benefits  from  our  export  markets  just  by  lowering 
our  export  prices.  Competing  exporters  can  lower  their  prices  too;  and  we 
can  all  go  down  together  -  without  any  commensurate  increase  in  our  volume 
of  sales. 


(more ) 
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While  we  cannot  afford  to  hold  a  rigid  umbrella  over  irorld  prices  at  a 
level  which  robs  us  of  our  competitive  position,  neither  can  we  afford  to  trigger 
a  global  price  war,  heedless  of  the  consequences. 

xxxx 

Mr.  Chairman,  I  am  convinced  that  we  can  do  much  to  realize  more  fully 
the  export  potential  of  U.  S.  agriculture.  If  we  move  along  the  lines  I  have 
indicated,  I  believe  we  can  count  on  consistent  growth  in  our  exnorts.  There 
may  be  temporary  ups  and  downs,  but  the  trend  should  be  strongly  toward  growth. 
Obviously,  this  growth  cannot  be  quantified  with  precision,  but  the  contribution 
it  can  make  to  improving  our  balance  of  payments  position  might  well  increase  at 
the  rate  of  several  hundred  million  dollars  a  year. 
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U.  S.  DEPT,  OF  AGRlCULTUaE 
HAIIOiiAL  AGRICULTUR  L  LiBriAnT 


AUl  1  -  iS65 

Statement  of  Charles  S.  ITurphy  ttJRRENT  SERIAL  RE;*0flDS 

Under  Secretary  of  AgricifLture 
Before  the  House  Committee  on  Agriculture 
on  Proposed  Cotton  Legislation 
^  May  26,  I965 


Mr.  Chairman  and  Members  of  the  Committee: 

^  I  am  glad  to  have  this  opportunity  to  testify  concerning  cotton 

and  proposed  new  legislation. 

Before  discussing  the  recently  introduced  Cooley  hill  (H.R.  8i49), 
let  me  briefly  review  the  current  cotton  programs  and  point  out  the 
legislative  sitiiation  which  will  exist  at  the  end  of  the  I965  crop  year 
if  no  new  law  is  enacted. 

The  Agricultural  Act  of  1964  has  now  been  in  effect  over  13  months. 
Some  of  its  major  purposes  have  been  accomplished;  others  have  not. 
However,  there  appears  to  be  general  agreement  that  removal  of  the 
inequity  under  which  U.  S.  textile  mills  operated  from  1956  to  1964 
was  a  milestone,  or  turning  point,  in  the  industry  and  that  progress 
made  with  the  one-price  system  for  cotton  should  be  continued. 

I  would  like  to  give  you  a  summary  report  covering  operations 
under  the  1964  crop  year  program,  including  the  interim  program  which 
provided  for  PIK  equalization  payments  on  cotton  consumed  by  domestic 

/ 1*' 

users  from  April  11,  1964,  through  July  31^  1964: 

(1)  Domestic  consumption  is  up  by  about  9^0,000  bales.  U.  S. 

textile  mills  are  obtaining  cotton  at  prices  no  higher  than 
our  export  prices.  Under  the  PIK  equalization  program. 
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payments  are  being  made  at  the  rate  of  per  pound.  After 

payment  is  made  to  approved  cotton  handlers, the  cotton  moves 
through  trade  channels  at  the  same  price  either  for  domestic 
use  or  export.  Submitting  proof  to  CCC  that  an  equivalent 
poundage  of  cotton  is  domestically  consumed  or  exported  is 
required  of  cotton  handlers  vrtio  receive  this  payment.  A 
cotton  handler  may,  however,  transfer  this  obligation  to 
another  approved  cotton  handler.  For  the  current  marketing 
year,  it  is  estimated  that  these  payments  will  approximate 
$305  million  on  cotton  consumed  domestically. 

With  mills  using  substantially  more  cotton  than  in 
I963-6U,  consumption  of  rayon  on  the  cotton  system  has 
recently  declined , 

Other  hoped-for  and  expected  developments  have  not  yet 
materialized.  Price  reductions  for  textiles  to  consumers 
are  still  around  the  corner;  consumption  of  non-cellulosic 
fibers  has  continued  to  expand  rather  than  level  out  or 
decrease;  and  for  the  1964  calendar  year  there  was  little 
change  in  the  volume  of  textile  imports  or  exports. 

Farmers  had  a  good  1964  crop.  Over  15  million  bales  were 
produced  on  less  than  l4  million  harvested  acres.  The  farm 
value  of  production  (including  domestic  allotment  payments  but  not 


cottonseed) was  maintained  at  a  reasonably  high  level  -- 
nearly  $2.3  billion.  Several  factors  account  for  a  crop 
in  1964  nearly  as  large  as  1963*  Late  passage  of  the  I964 
law  gave  most  farmers  little  or  no  opportunity  to  plan  1964 
crop  operations  to  participate  in  the  domestic  allotment 
program.  Farmers  did  reduce  1964  plantings  about  500^000 
acres  under  this  program^  but  total  production  was  not 
greatly  affected  since  much  of  the  reduction  was  on  fams 
with  poor  crop  prospects. 

Other  developments  to  be  noted  with  respect  to  the  big 
1964  crop  are  (a)  a  record  high  yield  for  upland  cotton  of 
517  pounds  per  acre^  (b)  further  expansion  of  planting  in 
skip-row  patterns  to  2.5  million  acres,  and  (c)  release  and 
reapportionment  activity  at  nearly  the  same  level  as  in 
1963 --about  1.5  million  acres. 

(3)  Exports  are  estimated  at  4.5  million  bales,  down  from  5*7 
million  last  year.  It  is  our  judgment  that  world  production 
at  a  record-high  level  and  increased  consumption  of  man-made 
fibers  are  the  major  factors  responsible  for  our  export 
situation.  About  45  percent  of  U.S.  exports  this  season  will 
involve  cotton  shipped  under  P.L.  480,  export -import  bank 
financing,  barter  contracts  and  the  CCC  credit  sales  program. 

(4)  With  the  15  million  bale  crop,  carryover  will  increase  during 
this  marketing  year  by  I.3  million  bales. 
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(5)  Expend! t\ires  for  the  cotton  program  in  fiscal  I965  vill  reach 
nearly  $900  million,  hut  some  $150  million  of  this  amount  is 
a  "one-time"  cost  connected  with  the  transition  to  the  new 
program. 

Moving  on  now  to  the  I965  crop  year,  the  outlook  is  as  follows: 

(1)  Another  I5  million  hale  crop  seems  likely,  even  though 
farmers  have  already  signed  up  to  reduce  plantings  under 
the  domestic  allotment  program  hy  one  million  acres.  Mainly 
responsible  is  the  estimated  530  pound  yield  per  acre  from 
the  1965  crop  --  up  I3  po\inds  over  the  1964  yield. 

(2)  We  believe  disappearance  \d.ll  he  higher  for  the  1965-66 
season,  with  estimates  of  9*5  million  hales  used  domestically 
and  exports  of  5  million  hales.  In  connection  with  exports, 

I  might  add  that  the  24th  Plenary  Meeting  of  the  International 
Cotton  Advisory  Committee  is  now  being  held  here  in  Washington. 
The  prospects  are  reasonably  bright  for  most  of  the  principal 
cotton  exporting  countries  to  establish  an  international 
organization  for  the  purpose  of  carrying  out  intensive  cotton 
market  development  and  utilization  research  programs  in  Western 
Europe  and  Japan.  The  United  States,  of  course,  strongly  sup¬ 
ports  this  move  to  increase  demand  for  cotton  in  these  important 


foreign  markets 
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(3)  J^nn  value  of  production  from  the  I965  crop,  including 
domestic  allotment  payments  hut  not  cottonseed,  is  esti¬ 
mated  at  near  $2,250  million. 

(U)  CavrrfOveT  stocks  on  August  1,  I966,  will  rise  to  nearly 
14  million  bales. 

(5)  Program  expenditures  probably  will  decline  to  about  $725 
million. 

This  review  of  the  1964  and  I965  crop  years  points  up  the  fact  that 
the  minimum  national  acreage  allotment  of  I6  million  acres  is  capable 
of  producing  more  cotton  than  we  are  able  under  present  conditions  to 
consume  domestically  and  export.  And,  of  course,  production  of  excessive 
supplies  means  added  Government  expenditures  since  the  surplus  moves 
into  CCC's  inventory  through  the  loan  program. 

In  the  face  of  this  situation  the  President,  in  his  F^rm  Message, 
recommended  that  the  1964  Act  be  extended  and  improved^ emphasizing  the 
need  for  changes  which  would  reduce  stocks  and  costs. 

It  is  desirable  that  new  cotton  legislation  be  enacted  during  this 
session  of  the  Congress  in  order  to  be  fully  effective  beginning  with 
the  1966  crop  year.  Unless  new  legislation  is  enacted,  it  seems  certain 
that  returning  to  the  provisions  of  law  which  would  govern  the  1966 
programs  would  quickly  erase  the  progress  made  during  1964  and  1965» 

The  price  support  level  for  the  I966  crop  would  be  established  at  not 
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less  than  65  percent  or  more  than  90  percent  of  the  parity  price  and, 
even  if  it  were  assumed  that  the  minimum  level  would  he  used,  the  support 
rate  for  Middling  one-inch  cotton  would  he  close  to  28  cents.  In  order 
to  maintain  exports  in  accordance  with  the  provisions  of  section  2O3  of 
the  Agricultural  Act  of  1956,  it  is  assumed  that  an  export  subsidy  of 
about  5  cents  v;ould  he  required.  Thus,  for  the  1966-67  marketing  year 
U.S.  users  of  cotton  would  he  called  upon  again  to  operate  under  the  so- 
called  "two-price  system".  This  ineqvii table  pricing  structure  would 
probably  cause  an  accelerated  shift  to  man-made  fibers. 

Although  legislation  is  very  necessary  for  the  1966  crop  and 
subsequent  crops,  an  extension  of  the  present  program  without  changes 
would  not  be  enough  to  meet  the  problem.  Both  program  costs  and 
carryover  would  continue  to  increase,  due  mainly  to  increased  yields. 

We  estimate  that  the  I965  program  applied  to  the  1966  crop  without 
change  would  result  in  expenditures  of  about  $830  million  and  an  increase 
in  the  carryover  of  more  than  a  million  bales.  Changes  are  necessary, 
therefore,  as  indicated  in  the  President's  Message,  to  reduce  these 
costs  ajid  surplus  stocks. 

The  Cooley  bill  (H.R.  8li|-9)  would  extend  for  an  additional  two  years 
the  provisions  for  cotton  equalization  payments  and  the  domestic  allotment 
program  with  certain  modifications,  as  follows: 

1,  Equalization  payments  could  be  made  to  producers  as  well  as 
others, 

2.  The  minimum  national  acreage  allotment  would  be  reduced. 
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3.  The  domestic  allotment  payment  rate  could  be  larger, 

k.  Small  farmers  would  be  eligible  for  the  additional  price 

support  payment  whether  cotton  is  planted  or  not. 

The  Department  submitted  its  report  on  the  bill  to  this  Committee 
yesterday,  I  would  like  to  quote  some  excerpts  from  that  report: 

"This  bill,  if  enacted,  will  continue  the  one-price  system  for  cotton. 

We  think  this  is  desirable.  If  domestic  textile  mills  have  to  pay 
a  higher  price  for  cotton  than  their  foreign  competitors,  this  \d.ll 
encourage  increased  use  of  synthetic  fibers  and  will  cause  increased 
imports  of  textiles," 

******* 

"This  carryover  of  cotton  at  the  end  of  the  1965-66  marketing  year  will 
be  about  l4  million  bales  and,  if  new  legislation  is  not  enacted,  the 
1966-67  ending  carryover  will  be  considerably  higher  than  any  previous 
record.  If  we  are  to  avoid  a  continuing  build-up  of  stocks,  changes 
must  be  made  in  current  legislation  which  will  reduce  the  acreage 
planted  to  cotton.  Yields  have  increased  an  average  of  over  15  pounds 
per  acre  per  year  since  the  end  of  World  War  II,  At  current  domestic 
and  export  price  levels,  the  estimated  domestic  consumption  and  exports 
for  1966  could  be  produced  on  around  12,5  “to  I3.0  million  harvested 
acres.  On  the  basis  of  present  estimates  for  domestic  consumption  and 
exports  in  I966-6T,  and  since  other  legislation  requires  that  historical 
yields  (1961-196^^)  be  used  in  determining  the  I966  allotment,  it  now 
appears  that  the  I966  allotment  would  be  around  l4,5  million  acres 
(including  a  national  reserve  of  310,000  acres),  even  though  the 
minimum  were  reduced  as  provided  in  the  bill. 
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"The  -DTOvision  which  permits  a  larger  'lomestic  allotment  payment 
will  increase  narticiration  in  the  domestic  allotment  -program. 

This  vri.13  hel-D  to  bring  production  in  line  with  offtake.  But 
since  the  total  domestic  allotment,  vjhlch  is  based  on  oast  yields, 
wil]  be  almost  11  million  acres  (including  the  small  farms  which 
make  no  r«=“duct1  on ) ,  the  domestic  al  lotment  program  alone  will  not 
reduce  production  s\ifficiently  to  avoid  the  necessity  for  a 
reduction  in  the  national  allotment.  The  proviso  for  making  do¬ 
mestic  allotment  payments  to  small  farmers  who  have  domestic 
allotments  of  15  acres  or  less  without  requiring  them  to  -olant 
cotton  will  assist  the  small  producer's  financially  and  will  also 
hel-D  to  reduce  stocks  of  cotton . 

"An  additional  possibility  for  achieving  nart  of  the  necessary  re¬ 
duction  in  production  of  cotton  is  through  a  change  in  the  regula¬ 
tions  relating  to  skip-row  planting  vrhich  would  provide  that  cotton 
planted  in  skip-row  patterns  would  be  counted  against  acreage 
allotments  on  a  basis  more  nearly  commensurate  with  the  increased 
yields  resulting  therefrom. 

"in  STimm.ary,  the  changes  made  by  this  bill  would  be  sufficient  to 
accomplish  the  necessary  reduction  in  production  if  they  are  ac¬ 
companied  by  a  change  with  respect  to  skip-row  planting  as  indicated 
above.  Otherwise,  the  reductions  possible  under  this  bill  -would 


not  be  sufficient. 
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*’An  essential  requirement  of  cotton  legislation  is  that  it 
substantially  reduce  the  cost  of  the  cotton  program.  We 
believe  that  H.R.  8l49  would  be  adequate  to  accomplish  the 
reductions  in  program  costs  and  carryover  (with  the  change 
in  skip-row)  which  are  essential  if  the  present  cotton  pro¬ 
gram  is  to  be  continued.  Under  this  bill,  expenditures  for 
the  cotton  program  would  be  reduced  to  about  $500  to  $600 
million.  However,  we  do  not  believe  it  provides  the  program 
changes  which  are  necessary  to  assure  the  most  effective 
marketing  of  cotton  for  export." 

One  of  the  most  perplexing  and  difficult  questions  con¬ 
fronting  us  is  what  to  do  about  cotton  exports.  Everyone 
agrees  that  our  cotton  should  be  offered  for  sale  competitively 
in  the  world  market.  The  question  is:  How  is  this  to  be  done? 

Is  it  to  be  done  by  U.  S.  cotton  growers  producing  for  export 
on  a  corai)etitive  basis;  or  is  it  to  be  done  by  having  the  U.S. 
grower  produce  cotton  for  export  at  a  price  higher  than  the 
world  price— protected  by  Govertjnent  price  support  programs-- 
then  have  the  price  lowered  to  competitive  world  levels  at 
Government  expense? 

If  it  is  the  latter,  the  cost  of  this  phase  of  the  program 
over  a  period  of  years  cannot  be  less  than  the  difference  between 
what  the  farmer  gets  and  what  the  exporter  pays,  multiplied  by 
the  quantity  of  cotton  exported. 
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The  idea  that  this  cost  is  not  incurred  by  the  Government 
if  the  cotton  is  already  in  CCC  inventory  is  erroneous.  It 
is  true  that  the  cost  has  already  been  incurred,  at  the  time 
CCC  axjquired  the  cotton.  However,  if  growers  are  to  continue 
to  produce  additional  cotton  at  a  price  higher  than  the  price 
paid  by  exporters  and  domestic  users,  the  Government  will  have 
to  pay  that  difference  or  else  pay  the  producer  for  the  cotton 
at  the  higher  price.  If  CCC  is  selling  cotton  from  its  inven¬ 
tories  for  -whetever  it  can  get  for  it,  no  one  is  going  to 
pay  the  farmer  a  higher  price  for  new-crop  cotton.  Thus, 

CCC  will  have  to  mahe  an  equad.ization  payment  on  the  new-crop 
cotton — about  equal  to  the  difference  between  the  support  price 
and  the  CCC  selling  price — or  it  will  take  the  cotton  in  under 
the  price  support  program.  In  either  case,  CCC  at  one  time 
or  anocher  will  bear  the  cost  of  bringing  the  price  dovrt  from 
one  level  to  the  other. 

It  has  been  urged  that  CCC  should  announce  that  it  will 
sell  enough  cotton  to  achieve  annual  exports  of  6  million  or 
even  7  million  bales,  for  whatever  price  it  can  get.  Let's 
look  at  the  arithmetic  of  this.  If  6  million  bales  of  cotton 
were  exported  instead  of  5  million,  the  export  subsidy  would 
be  increased  20^  even  if  the  world  price  did  not  go  down. 

If, in  addition,  exporting  the  additional  million  b8Q.es  re¬ 
duces  the  world  price  of  cotton  3  cents  a  pound,  as  our 
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technical  experts  estimate  it  might,  $15  a  bale  Government  cost 
is  added  on  all  the  6  million  bales— another  $90  million.  If, 
in  addition,  the  price  for  domestic  use  must  be  brought  down  to 
the  exjKjrt  price  as  is  now  the  case,  a  corresponding  $15  a  bale 
can  be  added  for  each  of  another  10  million  bales — another  $150 
million.  Thus,  the  added  cost  to  the  Government  of  exporting  the 
additional  one  million  bales  might  well  be  in  excess  of  $?50  million- 
twice  the  gross  value  of  the  million  bales  of  cotton  itself. 

To  export  7  million  bales,  our  technical  experts  estimate  it 
might  be  necessary  to  reduce  the  world  price  an  additional  3  cents, 
bringing  it  down  to  between  l6  cents  and  17  cents  a  pound .  To  do 
this  would  require  annual  Government  expenditures  for  the  cotton 
program  estimated  at  more  than  $1.1  billion,  in  addition  to 
$356  million  realized  from  a  net  reduction  of  2.5  million  bales  in 
CCC  inventory . 

We  should  note  that  this  would  not  be  just  a  "one-shot”  affair . 
If  we  could  eliminate  all  our  current  surplus,  it  would  still  be 
necessary  in  the  future  to  have  offtake  equal  to  production  to  keep 
the  surplus  from  building  up  again.  If  production  is  to  be  I5  to 
16  or  17  million  bales,  offtake  will  need  to  be  15  or  I6  or  17 
million  bales.  Under  the  kind  of  program  we  have  now,  the  Govern¬ 
ment  would  have  to  continue  bearing  the  cost  of  bringing  all  this 
cotton  down  from  the  price  support  level  to  the  vrorld  price  level. 
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And  could  still  be  faced  with  the  prospect  that  the  world  price 
•vrould  need  to  be  near  17  cents  to  move  this  much  cotton. 

I  would  like  to  quote  again  from  the  Department ’ s  report  on 
H.R.  8lii9. 

"Under  H.R.  8l49,  as  under  the  present  law,  it  will  be  in- 
esca.pable  that  cotton  export  price  levels  will  be  closely 
managed  by  the  Government,  with  Government  subsidies  being 
used  to  make  it  possible  for  U.  S.  dotton  to  compete  in 
world  markets  and  ulth  Government  funds  being  used  to 
finance  these  subsidies.  This  places  a  heavy  burden  upon 
the  Department  to  conserve  Government  funds  and  to  observe 
rules  of  international  trade  so  long  as  cotton  is  produced 
for  export  at  a  price  above  the  world  price. 

"in  order  to  increase  substantially  the  use  of  U.  S.  cotton 
in  competition  with  cotton  grown  in  other  countries  and  with 
manmade  fibers  abroad,  market  prices  for  U.S.  cotton  would 
have  to  drop  substantial3.y  from  their  present  levels.  Under 
H.R.  8149 j  we  would  still  be  faced  with  a  sharp  rise  in 
Government  expenditures  for  the  cotton  program  if  we  were  to 
increase  the  equalization  payments  in  order  to  lower  market 
prices . 

"Legislation  which  vrould  authorize  loans  by  CCC  near  world 
price  levels  with  supplementary  payments  to  producers 


participating  in  the  program  wouDd  be  more  flexible  and 
woiilfi  enable  the  market  to  determine  prices.  Otherwise 
the  -price  level  would  be  directly  tied  to  expenditures  by 
the  Government,  as  under  present  procedures.  Under  such  a 
program,  it  might  be  possible  to  increase  exports  without 
so  drasti'-'ally  increasing  Government  expenditures  and 
still  maintac'n  farm  income  at  reasonable  levels. 

"We  emphasize  that  we  do  not  think  the  Government  shcrald 
finance  signi f icaaitly  larger  exports  of  cotton  at  a  high 
rate  of  subsidy.  Howevei-’,  if,  in  the  j^idgment  "the 
Congress,  farmers  are  willing  to  sacrifice  world  markets 
in  exchange  for  high  price  supports  and  market  prices 
which  encourage  the  use  of  foreign  growths  of  cotton  and 
manmade  fibers  abroad ,  F.^.  8l49  could  make  it  possible  to 
accomplish  the  necessary  reductions  in  program  expenditures 
and  in  the  cotton  carryover.  Under  the  conditions  outlined 
herein,  we  -will  not  object  to  the  enactment  of  F..R.  81I+9, 
although  we  would  recommend  a  loan  near  world  price  levels 
with  supplementary  payments  to  nroducers  -participating  in 
the  program  as  an  alternative  which  would  be  more  beneficial 
t‘o  United  States  producers  in  the  long  run." 
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COTTON  -  Estimates  of  Basic  Data  for  1963^  196^,  and  1^66 
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Cotton  other  than  extra- long  staple:  Supply  and  distribution 
United  States,  average  1935-39j  19^5-^9>  1950  to  date 
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Special  programs  of  the  UJS.  Government  for  financing  cotton  exports: 
Fiscal  years  1961-  62  to  1964-65  1/ 
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Production  and  percentage  distribution  of  cotton  by  regions. 
United  States,  1930  to  date 


Crop 

year 

begin¬ 
ning 
Aug.  1 

Production 

Percentage  of  U.  S.  crop 

West 

1/ 

.  South - 
1  west 

i  y 

,  Delta 
i  States 

:  y 

South¬ 

east 

1/ 

:  United 

•  States 

West 

1/ 

.  South¬ 
west 

!  2/ 

Delta 

States 

3/  i 

South¬ 

east 

y 

1,000 

1,000 

TOT 

1.000 

TooS 

bales 

bales 

bales 

bales 

bales 

500  lb. 

500  lb. 

500  lb. 

500  lb. 

500  lb. 

gr.  wt. 

gr.  wt. 

gr.  wt. 

gr.  wt. 

gr.  wt. 

Pet. 

Pet. 

Pet. 

Pet. 

1930 

519 

4,892 

3,589 

4,933 

13,932 

4 

35 

26 

35 

1931 

393 

6,582 

5,464 

4,658 

17.097 

2 

39 

32 

27 

1932 

270 

5,584 

3,921 

3,228 

13,003 

2 

43 

30 

25 

1933 

407 

5,694 

3,389 

3,556 

13,047 

3 

44 

26 

27 

1934 

466 

2,722 

3,157 

3,291 

9,636 

5 

28 

33 

34 

1935 

449 

3,523 

3,171 

3,495 

10,638 

4 

33 

30 

33 

1936 

744 

3,223 

4,724 

3,708 

12,399 

6 

26 

38 

30 

1937 

1,214 

5,927 

6,787 

5,017 

18,946 

6 

31 

36 

27 

1938 

716 

3,649 

4,572 

3,007 

11,943 

6 

31 

38 

25 

1939 

747 

3,372 

4,645 

3,052 

11,817 

6 

29 

39 

23 

1940 

868 

4,036 

4,122 

3,540 

12,566 

7 

32 

33 

28 

1941 

691 

3,370 

4,266 

2,417 

10,744 

6 

31 

40 

23 

1942 

706 

3,746 

5,108 

3,256 

12,817 

6 

29 

40 

25 

1943 

580 

3,207 

4,502 

3,138 

11,427 

5 

28 

39 

28 

1944 

579 

3,280 

4,939 

3,432 

12,230 

5 

27 

40 

28 

1945 

576 

2,079 

3,644 

2,716 

9,015 

7 

23 

40 

30 

1946 

758 

1,931 

3,413 

2,539 

8,640 

9 

22 

39 

30 

1947 

1,185 

3,767 

4,192 

2,716 

11,860 

10 

32 

35 

23 

1948 

1.532 

3,527 

6,282 

3,536 

14,877 

10 

24 

42 

24 

1949 

2,088 

6,650 

4,878 

2,512 

16,128 

13 

41 

30 

16 

1950 

1,639 

3,188 

3,518 

1,669 

10,014 

16 

32 

35 

17 

1951 

2,842 

4,536 

4,467 

3,304 

15,149 

19 

30 

29 

22 

1952 

3,098 

4,072 

5,068 

2,901 

15,139 

21 

27 

33 

19 

1953 

3,167 

4,754 

5,645 

2,899 

16,465 

19 

29 

34 

18 

1954 

2,716 

4,234 

4,507 

2,240 

13,697 

20 

31 

33 

16 

1955 

2,201 

4,502 

5,313 

2,705 

14,721 

15 

31 

36 

18 

1956 

2,578 

3,876 

4,629 

2,227 

13,310 

19 

29 

35 

17 

1957 

2,539 

3,895 

3,010 

1,520 

10,964 

23 

36 

27 

14 

1958 

2,644 

4,621 

2,883 

1,364 

11,512 

23 

40 

25 

12 

1959 

2,973 

4,797 

4,784' 

2,004 

14,558 

20 

33 

33 

14 

1960 

3,086 

4,804 

4,448 

1,934 

14,272 

22 

34 

31 

13 

1961 

2,823 

5,155 

4,497 

1,843 

14,318 

20 

36 

31 

13 

1962 

3,128 

5,037 

4,724 

1,978 

14,867 

21 

34 

32 

13 

1963 

2,830 

4,753 

5,423 

2,328 

15,334 

19 

31 

35 

15 

1964  5/ 

2,821 

4,409 

5,483 

2,467 

iy.80 

19 

29 

36 

16 

\_l  West  includes  California,  Arizona,  New  Mexico,  and  Nevada.  2/  Southwest  includes  Texas,  Oklahoma, 
and  Kansas.  3/  Delta  includes  Missouri,  Arkansas,  Tennessee,  Mississippi,  Louisiana,  Illinois,  and  Kentucky. 

4/  Southeast  includes  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Florida,  and  Alabama,  5/  Crop 
report  of  May  10,  1965,  Statiaticia  Reporting  Sarvlco, 

Crop  Reporting  Board,  Statistical  Reporting  Service. 
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Cotton:  Acreage,  planted  and  harvested,  and  yield  per  acre 
on  harvested  acreage,  by  regions,  1950  to  date 


Crop  year 
beginning 
August  1 

West 

1/ 

Southwest 

£/ 

Delta 

3/ 

Southeast 

V 

Total 

1,000 

Per- 

1,000 

Per- 

1,000 

Per- 

1,000 

Per- 

1,000 

acres 

cent 

acres 

cent 

acres 

cent 

acres 

cent 

acres 

Planted  acreage  5/ 

1950 

1,051 

5.6 

8,130 

43.1 

5,740 

30.4 

3,945 

20.9 

18,866 

1951 

2,227 

7.6 

14,915 

50.8 

7,325 

25.0 

4,886 

16.6 

29,353 

1952 

2,398 

8.5 

13,710 

48.9 

6,858 

24.4 

5,099 

18.2 

28,065 

1953 

2,384 

8.9 

11,794 

43.9 

7,570 

28.1 

5,124 

19.1 

26,872 

1951+ 

1,546 

7.7 

9,239 

46.1 

5,576 

27.8 

3,691 

18.4 

20,052 

1955 

1,332 

7.4 

8,495 

47.2 

4,881 

27.1 

3,283 

18.3 

17,991 

1956 

1,338 

7.8 

8,054 

47.2 

4,605 

27.0 

3,080 

18.0 

17,077 

1957 

1,289 

9.0 

6,838 

47.8 

3,959 

27.7 

2,224 

15.5 

14,310 

1958 

1,323 

10.7 

6,105 

49.3 

3,369 

27.2 

1,582 

12.8 

12,379 

1959 

1,497 

9.5 

7,435 

47.0 

4,346 

27.4 

2,555 

16.1 

15,833 

i960 

1,619 

10.1 

7,455 

46.4 

4,433 

27.5 

2,573 

16.0 

16,080 

1961 

1,446 

8.7 

7,785 

46.9 

4,639 

28.0 

2,718 

16.4 

16,568 

1962 

1,454 

8.9 

7,595 

46.6 

4,573 

28.1 

2,671 

16.4 

16,293 

1963 

1,353 

9.1 

6,845 

46.1 

28.1 

2,480 

16.7 

14,843 

1964 

1,341 

9.0 

6,839 

46.1 

4,182 

28.2 

2,477 

16,7 

14,,^9 

1965 

1,282 

9.0 

6,500 

45-5 

4,134 

28.9 

2,378 

16.6 

14,294 

Heirvested 

acreage 

1950 

1,026 

5.8 

7,495 

41.9 

5,493 

30.8 

3,829 

21.5 

17,843 

1951 

2,179 

8.1 

13,335 

49.4 

6,650 

24.7 

4,785 

17.8 

26,949 

1952 

2,357 

9.1 

11,920 

46.0 

6,633 

25.6 

5,011 

19.3 

25,921 

1953 

2,347 

9.6 

9,920 

40.8 

7,028 

28.9 

5,046 

20.7 

24,341 

1951^ 

1,509 

7.8 

8,660 

45.0 

5,459 

28.4 

3,623 

18.8 

19,251 

1955 

1,287 

7.6 

7,690 

45.5 

4,746 

28.0 

3,205 

18.9 

16,928 

1956 

1,290 

8.3 

6,915 

44.3 

4,441 

28.4 

2,969 

19.0 

15,615 

1957 

1,248 

9-2 

6,445 

47.5 

3,683 

27.2 

2,18g 

16.1 

13,558 

1958 

1,288 

10.9 

5,805 

48.9 

3,206 

27.1 

1,550 

13.1 

11,849 

1959 

1,459 

9.7 

6,975 

46.1 

4,195 

27.7 

2,488 

16.5 

15,117 

i960 

1,577 

10.3 

6,955 

45.4 

4,284 

28.0 

2,493 

16.3 

15,309 

1961 

1,409 

9.0 

7,205 

46.1 

4,404 

28.2 

2,616 

16.7 

15,634 

1962 

l,4l8 

9.1 

7,112 

45.7 

4,434 

28.5 

2,605 

16.7 

15,569 

1963 

1,310 

9.2 

6,440 

‘*5-3 

4,042 

28.5 

2,420 

17.0 

1^,232 

1964  ^ 

1.309 

9,3 

6,250 

4.080 

29.0 

2,421 

17.2 

14,060 

Yiexa 

per  eicre  on  harvested  acreage 

West  1/ 

:  Southwest  2/ 

Delta 

3/ 

Southeast  4/ 

United  States 

Actual 

:  Trend 

■  Actual  ’ 

Trend 

Actual  • 

Trend 

Actual  • 

Trend 

Actxial 

:  Trend 

:  7/ 

:  : 

7/ 

7/ 

7/ 

:  7/ 

Pounds 

Poxands 

Pounds 

Poxmds 

Pounds 

Pounds 

Pounds 

Poimds 

Pounds 

Pounds 

1950 

764 

657 

204 

195 

307 

345 

209 

281 

269 

286 

1951 

625 

683 

163 

211 

322 

372 

331 

294 

269 

307 

1952 

629 

721 

164 

220 

366 

392 

277 

302 

280 

322 

1953 

646 

766 

230 

233 

385 

389 

275 

300 

324 

331 

1954 

862 

806 

235 

246 

395 

404 

296 

323 

341 

351 

1955 

818 

830 

281 

260 

536 

430 

405 

343 

417 

373 

1956 

957 

865 

269 

279 

499 

449 

359 

347 

409 

392 

1957 

974 

901 

290 

299 

392 

463 

334 

354 

388 

410 

1958 

983 

947 

382 

311 

430 

477 

422 

364 

466 

425 

1959 

975 

966 

330 

324 

546 

505 

386 

382 

46l 

444 

i960 

937 

987 

331 

331 

497 

516 

371 

391 

446 

455 

1961 

959 

343 

489 

338 

438 

1962 

1,056 

339 

510 

363 

457 

1963 

1,034 

354 

642 

46l 

517 

1964  6/ 

1,031 

338 

643 

488 

517 

17  West  includes  California,  Arizona,  New  Mexico,  and  Nevada.  27  Rmithwest  inelndes  Taxaa,  Dklahnma,  and  Kani^. 

3/~  Delta  Includes  Missouri,  Arkansas,  Tennessee,  Mississippi,  Louisiana,  Illinois,  and  Kentucky.  V  Southeast 
includes  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Florida  and  Alabsuna.  5/  Not  adjusted  ?or  final  acreage 
compliance  with  allotments.  6/  Crop  Reporting  Board  report  of  May  10,  19®5*  ~7/  Trend  yield  is  9-year 

centered  average  yield.  ~ 


Crop  Reporting  Board,  Statlstlceui  Reporting  Service. 
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Domestic  consumption  of  fibers;  Total  and  per  capita,  191*0-1964 
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Cotton:  Average  prices  for  Middling  1-inch,  at  designated  spot  markets,  1/  and  farm  prices,  by  months.  United  States,  1948  to  date 
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1964  UPLAND  COTTON:  Estimated  Effective  Allotments 
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UPLAND  COTTON:  NUMBER  OF  FARMS  PLANTING  AND  ACRES  PLANTED 
U.  S.  TOTALS  BY  SIZE  GROUPS  I963  AND  196k 


Size  Group 

1964 

Number  of 
Farms 

Acres 

Planted 

Number  of 
Farms 

Acres 

Planted 

0.1  -  4.9 

106,034 

277, 429 

108,069 

270,416 

5.0  -  10.0 

ll4, 207 

767,433 

113,190 

767,247 

10.1  -  i4.9 

58,866 

684,923 

59,377 

692,976 

15.0  -  29.9 

88, 545 

1,765,582 

86,947 

1,672,  316 

30.0  -  49.9 

48,302 

1,757,535 

48,251 

1,712,733 

50.0  -  99.9 

46,191 

3,043,027 

46,277 

2,976,012 

100.0  -  199.9 

20,949 

2,726,048 

21,205 

2,711,354 

200.0  -  349.9 

6,370 

1,524,108 

6,44l 

1,560,641 

350.0  -  499.9 

1,627 

634, 584 

1,606 

635,743 

500.0  -  999.9 

1,025 

643,131 

1,067 

681,727 

1,000.0  and  over 

296 

529,735 

301 

552,244 

TOTAL 

492, 412 

14,353,535 

492,731 

14,233,409 

ASCS-PPA 

11-6-64 


196U  UFL/U\T3  COTTON:  FIML  FLAI^TEP  ACEES  FY  SIZE  CF  EFFECTr^^E  ALLCTKEI^T 
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resulting  from  the  release  and  reapportionment  program.  These  vere  the  final  allotments  for  conpliance 
purposes . 

2/  Not  available. 


ALL  COTTON:  Number  of  Farms  an(J  Acreage  Planted  in  Skip-Row  Patterns,  I963  and  1964 
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UPLAOT)  COTTON:  Preliminary  Report  on  I965  Allotments  Released 
As  Compared  With  Release  of  1964  Allotments 


State 

1965 

1964 

1965 

Estimated 
Releases 
as  Percent 
of  1964 
Released 

Number  of 
Farms 
Releasing 
to  Date 

Acreage 
Released 
by  Date 
of  Report 

Estimated 
Acreage 
Total  to 
be 

Released 

Ntunber 
of  Farms 
Releasing 

Total 

Acreage 

Released 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Alabama 

15,528 

106,284 

106,284 

20,953 

137,240 

77.4 

Arizona 

29 

924 

1,152 

62 

1,256 

91.7 

Arkansas 

1,301 

14,216 

29,954 

5,003 

47,581 

63.0 

California 

384 

3,273 

3,347 

483 

5,049 

66.3 

Florida 

722 

4,604 

4,6o4 

833 

5,4l8 

85.0 

Georgia 

9,806 

88,494 

100,279 

15,598 

134,679 

74.5 

Illinois 

21 

68 

200 

83 

540 

37.0 

Kansas 

-- 

-- 

-- 

-- 

-- 

-- 

Kentucky 

39 

124 

185 

97 

24 1 

76.8 

Louisiana 

4,343 

40,613 

40,613 

5,593 

49,470 

82.1 

Mississippi 

3,093 

22,382 

36,846 

13,976 

93,016 

39.6 

Missoiiri 

132 

589 

943 

270 

1,200 

78.6 

Nevada 

1/ 

46 

46 

2 

32 

143.8 

New  Mexico 

91 

713 

1,187 

257 

2, 952 

40.2 

North  Carolina 

17,446 

86, 119 

86, 119 

22,540 

106,758 

80.7 

Oklahoma 

2,455 

30,946 

75,000 

7,719 

99,298 

75.5 

South  Carolina 

9,046 

65,603 

65,603 

12,355 

88,225 

74.4 

Tennessee 

3,075 

11,010 

12,046 

5,223 

19,937 

60 .4 

Texas 

23,223 

580,412 

580,412 

31,296 

725,728 

80.0 

Virginia 

354 

1,044 

1,500 

582 

1,826 

82.1 

u.  s. 

91,088 

1,057,464 

1, 146, 320 

142,925 

1,520,446 

75.^ 

\J  Not  reported. 

Prepared  in  Policy  and  Program  Appraisal  Division,  ASCS,  from  State  reports. 
April  1,  1965 


UFIAKD  COTTON:  I965  Participation  and  Acreage  Reduction 

in  the  Domestic  Allotment  Program  on  Farms 
with  Effective  Allotments  Above  I5  Acres. 


No,  Effective 

No. 

:  Acres  of 

:  Acres  of 

State 

Farm  Allotments 
Above  15  Acres 

Farms 
Signed  Up 

:  Effective 
:  Allotment 
:  on  Farms 

:  Domestic 
:  Allotment 

:  on  Farms 

ACRES- 

Indicated 

Acreage 

Reduction 

Alabama 

15,678 

6,161 

174,277 

122,160 

52,117 

Arizona 

2,196 

285 

56,156 

36,808 

19,348 

Arkansas 

17,421 

4,835 

185,622 

130,760 

54,862 

Ca lif ornia 

5,979 

407 

11,483 

8,597 

2,886 

Florida 

638 

256 

7,260 

5,086 

2,174 

Georgia 

13,555 

7,455 

279,987 

185,940 

94,047 

11 linois 

43 

9 

456 

292 

164 

Kansas 

0 

0 

0 

0 

0 

Kentucky 

111 

32 

942 

679 

263 

Louisiana 

7,922 

2,385 

98,745 

67,484 

31,261 

Mississippi 

22,258 

4,962 

150,887 

108,251 

42 , 636 

Missouri 

6,231 

1,558 

46,047 

33,268 

12,779 

Nevada 

18 

3 

1,672 

1,087 

585 

New  Mexico 

2,755 

445 

17,465 

12,488 

4,977 

North  Carolina 

8,162 

2,541 

77,047 

52,732 

24,315 

Oklahoma 

15,465 

5,244 

205,346 

135,279 

70,067 

South  Carolina 

11,255 

5,655 

210,235 

141,322 

68,913 

Tennessee 

8,841 

2,635 

55,375 

44,693 

10,682 

Texas 

104,250 

19,246 

1,428,411 

907,712 

520,699 

Virginia 

253 

80 

1,291 

1,041 

250 

TOTAL 

242,934 

64,194 

3,008,704 

1,995,679 

1,013,025 
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^  Under  1964-66  program,  relates  to  proof  of  export  received  for  cotton  reported  in 
terms  of  500-pcund  bales. 

2/  Through  l>lay  l4,  I965. 

3/  Announced  on  July  1,  1964,  at  initial  rate  of  6.50  cents  per  pound;  Gstir'.ated 
payiiicnts  based  on  cotton  eriported  at  rate  of  pa^/ment  in  effect. 
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Acreage  of  cotton  in  specified  covintries 


Area 

Average  : 

193^-38  .*1955-59! 

•  • 

1961  : 

• 

• 

1962  : 

1963 

1964  y 

1,000 

1,000  1,000 

1,000 

1,000 

1,000 

1,000 

acres 

acres  acres 

acres 

acres 

acres 

acres 

United  States  ^ 

28,UOO 

14,613  15,309  15,634 

15,569 

14,212  14,058 

Mexico 

679 

2,270  2,234 

2,020 

2,o64 

1,964 

1,924 

Central  America 

Nicaragua 

8 

209  151 

185 

230 

285 

325 

Other 

159 

180  311 

422 

507 

608 

647 

Total 

167 

3B9 

607~ 

737 

893 

972 

South  /merica 

Argentina 

765 

1,323  1,033 

1,345 

1,28U 

1,304 

1,400 

Brazil 

5,181 

4,320  5,000 

5,500 

5,500 

5,750 

6,000 

Colombia 

86 

224  359 

398 

449 

4oo 

405 

Peru 

415 

588  618 

610 

680 

680 

680 

Other 

186 

282  267 

284 

367 

355 

355 

Total 

6,737  7,277 

8,137 

8,280 

”87189“ 

8,84o 

Europe 

383  409 

Greece 

153 

510 

508 

570 

350 

Italy 

— 

104  55 

54 

54 

4o 

— 

Spain 

43 

454  618 

788 

855 

650 

490 

Other 

130 

485  289 

246 

219 

224 

264 

Total 

326 

1,426  1,371 

1,598 

1,636 

1,484 

1,104 

Africa 

Central  African  Republic 

— 

375  4o8 

395 

400 

400 

— 

Chad 

— 

580  592 

618 

750 

715 

— 

Congo ,  Leopoldville 

8l4 

848  450 

250 

300 

300 

— 

Egypt 

1,843 

1,858  1,944 

2,062 

1,720 

1,689 

1,672 

Mozambique 

^202 

744  763 

773 

750 

775 

775 

Nigeria 

2/188 

790  800 

800 

800 

800 

800 

Other 

2,813 

3,514  3,940 

4,692 

U,295 

4,480 

5,816 

Total 

5,860 

8,709  8,897 

9,590 

9,015 

9,159 

■97^ 

Asia  and  Oceania 

Burma 

46l 

336  379 

468 

475 

500 

550 

India 

^24,682 

19,720  18,871  18,710 

19,230 

19,600  19,700 

Iran 

402 

656  800 

985 

1,000 

988 

980 

Korea,  South 

— 

208  125 

120 

79 

61 

— 

Pakistan 

3/ 

3,490  3,242 

3,488 

3,435 

3,670 

3,670 

Syria 

74 

623  525 

616 

747 

721 

710 

Turkey 

621 

1,554  1,534 

l,6o4 

1,631 

1,553 

1,650 

Other 

8,078 

15,006  13,618  11,150 

9,686 

11,098  11,904 

Total 

34,318 

41,593  39,094  37,141 

36,283“ 

38,191 

39,164 

Foreign  Free  Vtorld 

1/41,778 

46,249  45,951  48,348 

48,795 

49,571  49,758 

1/  Preliminary.  k  year  average.  ^  India  includes  Pakistan.  ^  Harvested 


acres. 

foreign  Agricultural  Service. 
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Cotton  yields  in  specified  countries 


Average 


Continent  and  country 

1934-38 

:i955-59 

• 

i960 

1961 

1962 

:  1963 

;  1964  ij 

Pounds 

Pounds 

Pounds 

Pounds 

Pounds 

Po\inds 

Pounds 

per 

per 

per 

per 

per 

per 

per 

acre 

acre 

acre 

acre 

acre 

acre 

acre 

United  States 

212 

428 

447 

440 

457 

517 

524 

Mexico 

227 

430 

451 

474 

564 

515 

568 

Central  America 

Nicaragua 

^274 

423 

464 

662 

710 

691 

738 

Other 

103 

629 

491 

510 

581 

549 

588 

Total 

112 

51B 

482 

“555 

621 

594 

638 

South  America 

Argentina 

171 

196 

264 

177 

232 

166 

182 

Brazil 

165 

166 

187 

220 

204 

192 

184 

Colombia 

135 

330 

4io 

434 

401 

402 

379 

Peru 

432 

423 

431 

515 

476 

44l 

459 

Other 

168 

148 

137 

145 

127 

150 

166 

Total 

153 

199 

“228 

243 

“238 

216 

213 

Europe 

Greece 

218 

338 

338 

422 

387 

362 

446 

Italy 

- - 

208 

227 

213 

160 

288 

— 

Spain 

119 

221 

256 

298 

290 

329 

338 

Other 

196 

119 

228 

139 

232 

189 

236 

Total 

198 

217 

273 

310 

308 

319 

348 

Africa 

Central  African  Republic 

— 

81 

59 

55 

60 

54 

— 

Chad 

— 

83 

130 

59 

102 

111 

___ 

Congo,  Leopoldville 

88 

138 

133 

144 

120 

96 

96 

Egypt 

477 

467 

542 

359 

586 

577 

652 

Mozambique 

^78 

105 

103 

118 

86 

105 

124 

Nigeria 

2/85 

100 

156 

99 

150 

132 

126 

Other 

115 

152 

147 

153 

174 

l4l 

l4l 

Total 

224 

201 

225 

179 

227 

210 

241 

Asia  and  Oceania 

Burma 

^103 

104 

95 

97 

91 

62 

79 

India 

100 

97 

118 

105 

122 

127 

119 

Iran 

205 

224 

274 

258 

204 

257 

257 

Korea,  South 

. — . 

129 

111 

168 

164 

142 

— 

Pakistan 

287 

189 

207 

207 

236 

254 

248 

Syria 

165 

340 

467 

446 

443 

466 

507 

Turkey 

186 

228 

243 

284 

318 

355 

349 

Other 

201 

237 

239 

230 

249 

221 

248 

Total. 

126 

166 

180 

”169 

i84  ' 

lo5 

190 

Foreign  Free  World 

2/l4l 

173 

198 

193 

216 

212 

217 

^  Preliminary.  2/  4-year  average. 
Foreign  Agricultural  Searvice. 
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Cotton  production  in  specified  countries 


Continent  and  coxintry 

Average 

193^-38  ;l955-59 

_ A _ 

:  190c 

:196i 

1962 

1963 

1964  \J 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

bales 

bales 

bales 

bales 

bales 

bales 

bales 

United  States 

12,712 

13,013 

14,272  14,318  14,867 

15,334 

15,173 

Mexico 

317 

2,032 

2,100 

1,995 

2,425 

2,109 

2,275 

Central  America 

Nicaragua 

5 

184 

146 

255 

340 

410 

500 

Other 

34 

236 

318 

448 

6l4 

696 

792 

Total 

39 

42^ 

464 

703 

954 

'  1,106 

1,292 

South  America 

Argentina 

275 

539 

569 

496 

620 

450 

530 

Brazil 

1,793 

1,490 

1,950 

2,525 

2,340 

2,300 

2,300 

Colombia 

23 

154 

307 

360 

375 

335 

320 

Peru 

372 

518 

555 

655 

675 

625 

650 

Other 

65 

87 

76 

86 

97 

111 

123 

Total 

2,528 

2,788 

3,457 

4,122 

4,107 

3,821 

3,923 

Europe 

Greece 

70 

270 

288 

448 

4l0 

430 

325 

Italy 

— 

45 

26 

24 

18 

24 

— 

Spain 

10 

209 

330 

490 

517 

445 

345 

Other 

53 

120 

137 

71 

106 

88 

130 

Total 

133 

644“ 

781 

1,033 

1,051 

987 

Boo 

Africa 

Central  African  Republic 

63 

50 

45 

50 

45 

— 

Chad 

— 

100 

160 

76 

160 

165 

160 

Congo ,  Leopoldville 

153 

243 

125 

75 

75 

60 

40 

Egypt 

1,846 

1,807 

2,196 

1,542 

2,101 

2,029 

2,271 

Mozambique 

— 

162 

l64 

190 

135 

170 

200 

Nigeria 

37 

l64 

260 

165 

250 

220 

210 

Other 

672 

1,115  . 

1,210 

1,491 

1,556 

1,318 

1,709 

Total 

2,737 

3,654 

4,165 

3,584 

~gw 

4,007 

4,550 

Asia  and  Oceania 

Biurma 

95 

73 

75 

95 

90 

65 

90 

India 

^5,168 

3,991 

4,630 

4,075 

4,900 

5,200 

4,900 

Iran 

158 

306 

456 

530 

425 

530 

525 

Korea,  South 

— 

56 

29 

42 

27 

18 

— 

Pakistan 

2/ 

1,376 

1,398 

1,505 

1,690 

1,940 

1,900 

Syria 

25 

44l 

511 

572 

689 

700 

750 

Turkey 

240 

.  738 

775 

950 

1,080 

1,150 

1,200 

Other 

3,391 

7,402 

6,777 

5,341 

5,033 

5,110 

6,145 

Total 

9,077 

i4,383 

14,651 

13,110  13,934 

i4,713 

15,510 

Foreign  Free  V/orld 

^12,300 

16,643 

18,986  19,479  21,928 

21,932 

22,339 

^  Preliminary.  £/  India  includes  Pakistan.  average. 


Foreign  Agricviltural  Service. 
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Mill  consumption  of  cotton,  wool  and  man-made  fibers,  total  and  percent 

of  total  by  fiber,  1952-63 
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jy  Data  from  Economic  Research  Service,  U.S.  Department  of  Agricvilture . 
2/  Preliminary, 

^  Data  from  International  Cotton  Advisory  Committee. 
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Mill  consumption  of  cotton,  vool  and  man-inade  fibers,  total  and  percent 

of  total  by  fiber,  1952-63 
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Data  from  International  Cotton  Advisoi*y  Committee. 
Preliminary. 


Mill  consumption  of  cotton,  wool  and  raan-^nade  fibers,  total  and  percent 

of  total  by  fiber,  1952-63 
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Data  from  International  Cotton  Advisory  Committee. 
Pi'eliminary. 
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Mill  consumption  of  cotton,  wool  and  man-made  fibers,  total  and  percent 

of  total  by  fibers,  1952-63 
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Data  from  International  Cotton  Advisory  Committee. 
Preliminary. 


Cotton  exports  from  specified  countries 
(Bales  of  300  pounds  gross  veight) 


Continent  and  countiy 

Average 

1934-38  :i955-59 

• 

:  i960 

:  1961 

:  1962 

•  « 

•  • 

:196?  y:1964  ^ 

•  • 

•  • 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

bales 

bales 

bales 

bales 

bales 

bales 

bales 

United  States 

5,296 

5,297 

6,858 

5,056 

3,429 

5,775 

4,500 

Mexico 

95 

1,573 

1,610 

1,482 

1,897 

1,426 

Central  America 

Nicaragua 

— 

196 

139 

242 

288 

4l0 

Other 

— 

208 

231 

345 

542 

609 

Total 

— 

4o4 

370 

587 

830 

.  1,019 

South  America 

Argentina 

133 

V33 

66 

l4l 

216 

100 

Brazil 

1,065 

419 

695 

8i^7 

1,145 

1,023 

Colombia 

— 

y3o 

119 

143 

115 

45 

Peru 

337 

442 

478 

576 

590 

509 

Other 

— 

0 

20 

29 

32 

47 

Total 

— 

924 

1,378 

1,736 

2,098 

1,724 

Europe 

Greece 

— 

160 

150 

302 

238 

263 

Italy 

— 

— 

— 

— 

— 

— 

Spain 

— 

0 

0 

0 

100 

60 

Other 

— 

5 

5 

8 

4 

6 

Total 

— — 

165 

155 

310 

342 

329 

Africa 

Central  African  Republic 

— 

— 

— 

— 

— 

— 

Chad 

— 

— 

— 

— 

— 

— 

Congo,  Leopoldville 

^133 

199 

120 

85 

28 

28 

Egypo 

1,746 

1,366 

1,582 

1,121 

1,361 

1,385 

Mozambique 

_5/25 

l4l 

210 

154 

184 

115 

Nigeria 

146 

181 

168 

128 

160 

Other 

— 

1,227 

1,128 

1,272 

1,491 

1,617 

Total 

— 

3,079 

3,221 

2,800 

3,192 

3,305 

Asia  and  Oceania 

Burma 

,  ^ 

58 

49 

69 

69 

— 

India 

6/2,779 

309 

224 

253 

287 

231 

Iran 

Bo 

187 

245 

266 

220 

332 

Korea ,  South 

0 

0 

0 

0 

0 

Pakistan 

"  ^ 

464 

244 

299 

683 

689 

Syria 

^1 

383 

445 

474 

6i4 

608 

Turkey 

5/84 

246 

286 

458 

568 

587 

Other 

284 

233 

172 

130 

215 

Total 

— 

1.931 

1,726 

1,991 

2,571 

'  2  , '66  2  ' 

Foreign  Free  World 

7,541 

8,075 

8,46o 

8,906 

10,930 

10,529 

10,800 

^  Preliminary  and  partly  estimated.  ^  Estimated.  4-year  average 

4/  L  year  available.  Calendar  years.  ^  India  includes  Burma  and  Pakistan. 


Foreign  Agricultural  Service. 
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Prices  of  U.S.  and  Mexican  Cotton 
C.i.f.  Liverpool,  Monthly  averages,  1952-65 
M  1-1/32"  prior  to  June  1959,  SM  1-1/16"  thereafter 


(In  U.S,  cents  per  pound) 


Year  and 
Month 

U.S. 

Mexican  * 

Year  and 
Month 

U.S. 

Mexican 

1952 

1955 

January 

53.87 

: 

January 

39.89 

39.18 

February 

50.11 

50.55  ; 

February 

39.94 

39.05 

March 

48.66 

48.17  ; 

March 

39.56 

37.93 

April 

49.04 

48.54  : 

April 

39.44 

37.50 

May 

47.93 

48.44  : 

May 

41.05 

38.02 

June 

46.98 

45.33 

June 

40.82 

37.82 

July 

46.32 

45.73  : 

July 

39.25 

36.53 

August 

46.00 

45.30  ; 

August 

39.16 

36.24 

September 

45.91 

45.23  : 

September 

38,61 

33.92 

October 

44.18 

43.20  : 

October 

39.19 

32.12 

November 

42.52 

41.67  : 

November 

39.89 

32.37 

December 

40.44 

39.62  : 

December 

39.87 

31.74 

Average 

46.83 

45.15  : 

Average 

39.72 

36.04 

1953 

1956 

January 

39.25 

38.13  : 

January 

39.92 

32.58 

February 

39.08 

37.97  : 

February 

40.19 

35.57 

March 

39.38 

37.29  : 

March 

40.53 

36.42 

April 

39.19 

38.08  : 

April 

38.83 

35.46 

May 

39.62 

38.51  : 

May 

33.10 

32.64 

June 

39.38 

38.33  ; 

June 

31.09 

31.09 

July 

38.43 

37.51  : 

July 

30.17 

29.99 

August 

38.09 

36.93  ; 

August 

29.82 

29.44 

September 

38.46 

36.85  : 

September 

29.44 

29.64 

October 

38.36 

36.68  : 

October 

30.19 

30.17 

November 

38.49 

37.24  : 

November 

31.23 

31.45 

December 

38.49 

37.66  : 

December 

31.91 

32.46 

Average 

38.85 

37.63  : 

Average 

33.87 

32.24 

1954 

1957 

January 

39.19 

38.61  : 

January 

31.15 

31.79 

February 

39.98 

37.05  : 

February 

31.12 

33.08 

March 

40.02 

38.31  : 

March 

31.27 

32.44 

April 

40.16 

38.75  : 

April 

31.24 

32.18 

May 

40.29 

38.49  : 

May 

31.51 

32.10 

June 

39.41 

37.85  ; 

June 

31.51 

31.18 

July 

38.53 

37.63  : 

July 

31.52 

30.90 

August 

38.99 

38.54  : 

August 

31.53 

31.48 

September 

40.01 

39.74  : 

September 

31.35 

31.40 

October 

39.75 

39.56  : 

October 

31.50 

31.74 

November 

39.03 

39.03  : 

November 

32.27 

32.34 

December 

39.82 

39.46  : 

December 

32.54 

33.02 

Average 

39.60 

38.59  : 

Average 

31.54 

31.97 
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Prices  of  U.S,  and  Mexican  Cotton--Cont ' d 
C.i.f.  Liverpool,  Monthly  averages,  1952-65 
M  1-1/32"  prior  to  June  1959,  SM  1-1/16"  thereafter 


(In  U,S.  cents  per  pound) 


Year  and 
Month 

U.S. 

Mexican 

1958 

January 

33.19 

33.38 

February 

32.11 

32.19 

March 

31.18 

31.38 

April 

31.16 

31.76 

May 

31.50 

31.61 

June 

32.06 

30.99 

July 

32.59 

29.55 

August 

32.26 

29.36 

September 

31.39 

28.54 

October 

31.38 

29.24 

November 

31.27 

27.91 

December 

31.18 

26.29 

Average 

31.77 

30.18 

Year  and 
Month 

U.S. 

Mexican 

1961 

January 

30.28 

30.12 

February 

30.96 

30.75 

March 

30.48 

30.60 

April 

30.23 

30.52 

May 

30.10 

30.74 

June 

30.15 

30.66 

July 

30.20 

30.60 

Augus  t 

30.23 

30.50 

September 

30.48 

30.56 

October 

30.68 

30.71 

November 

30.73 

30.15 

December 

30.87 

29.96 

Average 

30.45 

30.49 

1959 


January 

30.98 

26.68 

February 

30.21 

26.58 

March 

30.17 

26.95 

April 

30.51 

27.46 

May 

31.30 

27.85 

June 

28.22 

28.42 

July 

28.47 

27.88 

August 

28.54 

28.09 

September 

28.48 

28.48 

October 

28.64 

28.70 

November 

29.17 

29.22 

December 

29.88 

29.91 

Average 

29.55 

28.02 

1962 


January 

31.04 

29.94 

February 

31.25 

30.09 

March 

31.11 

30.10 

April 

31.95 

29.93 

May 

31.83 

29.82 

June 

30.72 

29.68 

July 

30.00 

29.43 

August 

30.04 

28.95 

September 

29.88 

28.42 

October 

29.82 

28.45 

November 

29.71 

28.78 

December 

30.16 

29.63 

Average 

30.62 

29.44 

1960 


January 

29.70 

29.38 

February 

29.61 

29.27 

March 

29,63 

29.35 

April 

30.03 

29.20 

May 

30.00 

29.31 

June 

29.78 

29.72 

July 

29.45 

29.84 

August 

29.68 

29.64 

September 

29.89 

30.01 

October 

30.05 

30.16 

November 

29.90 

30.20 

December 

30.24 

30.12 

Average 

29.83 

29.68 

1963 


January 

30.72 

29.85 

February 

31.30 

29.70 

March 

31.51 

29.31 

April 

29.93 

29.06 

May 

29.08 

28.98 

June 

28.96 

28.92 

July 

28.91 

28.91 

August 

28.75 

29.16 

September 

28.69 

29.49 

October 

28.68 

29.26 

November 

28.74 

29.19 

December 

28.90 

29.36 

Average 

29.51 

29.27 

Prices  of  UoS,  and  Mexican  Cotton--Cont' d 
C.i.f.  Liverpool,  Monthly  averages,  1952-65 
M  1-1/32"  prior  to  June  1959,  SM  1-1/16"  thereafter 


(In  U.S,  cents  per  pound) 


Year  and 
Month 


U.S, 


Mexican 


Year  and 
Month 


U.S. 


Mexican 


1964 


1965 


January 

29.11 

29.76 

February 

29.32 

29.72 

March 

29.44 

29.70 

April 

29.58 

29.59 

May 

29.16 

29.76 

June 

29.10 

29.89 

July 

29.22 

29.42 

August 

29.30 

29.19 

September 

29.23 

29.39 

October 

29.30 

29.30 

November 

29.38 

29.09 

December 

29.58 

29.14 

Average 

29.31 

29.50 

January 

:  29.66 

29.14 

February 

:  29.70 

29.35 

March 

:  30.04 

29.33 

April 

:  30.12 

31.44 

Cotton  Division 
May  25,  1965 
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Prices  of  U.S.  and  Mexican  Cotton 
C.i.f.  Liverpool,  Monthly  averages,  1958-59  to  1964-65 


S.  M.  1-1/16" 

(M  1 

-1/32"  prior  to  June  1959) 

Year  and 

•  • 

::  Year  and 

U.S. 

Mexican 

U.S. 

Mexican 

Month 

*  • 

•  • 

::  Month 

1958-59 

•  • 

•  * 

•  • 

::l962-63 

Augus  t 

32.26 

29.36 

2  2 

::  January 

31.04 

29.94 

September 

31.39 

28.54 

: :  February 

31.25 

30.09 

Oc tober 

31.38 

29.24 

•  • 

•  • 

: :  March 

31.11 

30.10 

November 

31.27 

27.91 

•  • 

::  April 

31.95 

29.93 

December 

31.18 

26.29 

*  • 

: :  May 

31.83 

29.82 

1959-60 

•  * 

•  • 

: :  June 

30.72 

29.68 

January 

30.98 

26.68 

•  • 

::  July 

30.00 

29.43 

February 

30.21 

26.58 

•  • 

•  • 

: :  Augus  t 

30.04 

28.95 

March 

30.17 

26.95 

t:  September 

29.88 

28.42 

April 

30.51 

27.46 

*  • 

::  October 

29.82 

28.45 

May 

31.30 

27.85 

•  * 

*  • 

: :  November 

29.71 

28.78 

June 

28.22 

28.42 

•  • 

: :  December 

30.16 

29.63 

July 

28.47 

27.88 

•  * 

•  * 

::l963-64 

Augus  t 

28.54 

28.09 

*  • 

•  • 

: :  January 

30.72 

29.85 

Sep  tember 

28.48 

28.48 

•  • 

: :  February 

31.30 

29.70 

October 

28.64 

28.70 

•  • 

•  • 

: :  March 

31.51 

29.31 

November 

29.17 

29.22 

•  • 

•  • 

: :  April 

29.93 

29.06 

December 

29.88 

29.91 

•  % 

•  • 

: :  May 

29.08 

28.98 

1960-61 

•  • 

::  June 

28.96 

28.92 

January 

29.70 

29.38 

•  • 

::  July 

28.91 

28.91 

February 

29.61 

29.27 

•  • 

1 1.  August 

28.75 

29.16 

March 

29.63 

29.35 

•  • 

::  September 

28.69 

29.49 

April 

30.03 

29.20 

•  • 

::  October 

28.68 

29.26 

May 

30.00 

29.31 

2  2 

: :  November 

28.7,4 

29.19 

June 

29.78 

29.72 

•  • 

%  • 

: :  December 

28.90 

29.36 

July 

29.45 

29.84 

•  • 

•  • 

::l964-65 

August 

29.68 

29.64 

•  * 

•  • 

: :  January 

29.11 

29.76 

Sep  tember 

29.89 

30.01 

•  • 

: :  February 

29.32 

29.72 

October 

30.05 

30.16 

*  • 

: :  March 

29.44 

29.70 

November 

29.90 

30.20 

•  • 

: :  April 

29.58 

29.59 

December 

30.24 

30.12 

*  • 

•  • 

5  •  May 

29.16 

29.76 

1961-62 

*  • 

•  • 

:  J  June 

29.10 

29.89 

Januairy 

30.28 

30.12 

•  * 

: :  July 

29.22 

29.42 

February 

30.96 

30.75 

•  • 

•  • 

: :  Augus  t 

29.30 

29.19 

March 

30.48 

30.60 

•  • 

::  September 

29.23 

29.39 

April 

30.23 

30.52 

*  * 

•  • 

::  October 

29.30 

29.30 

May 

30.10 

30.74 

•  • 

•  • 

I :  November 

29.38 

29.09 

June 

30.15 

30.66 

: : 

:  J  December 

29.58 

29.14 

July 

30.20 

30.60 

•  • 

•  • 

::i965-66 

August 

30.23 

30.50 

•  * 

«  * 

; :  January 

29.66 

29.14 

Sep  tember 

30.48 

30.56 

•  • 

•  • 

: :  February 

29.70 

29.35 

October 

30.68 

30.71 

•  • 

•  • 

November 

30.73 

30.15 

•  • 

*  • 

•  • 

December 

30.87 

29.96 

•  • 

*  • 

•  • 

•  • 

•  * 

•  * 

Cotton  Division,  FAS 
March  4,  1965 


PRICE  COMPARISONS  OF  UPLAND  COTTON  FOR 
MARKETING  YEARS  195^-55  THROUGH  FEB.  1964-65 


Basis  M-. 

L"  at  Average  Location 

Spot  Mkt. 

Spot  Mkt. 

Spot  Mkt. 

Export 

VG. 

Minus 

Minus 

Support 

Spot 

Direct  Sales 

Payment 

Support 

Direct 

PIK 

Marketing 

Price  jy 

^^arkets 

Export  ^ 

(PIK) 

Price 

Sales 

Payment 

Year 

^  per  lb. 

4  per  lb. 

i  per  lb. 

i  per  lb. 

Col. 2-Col. 1 

C0I.2-C0I.3 

Col. 2-Col. 4 

(Col.  1) 

(Col.  2) 

(Col.  3) 

(Col.  4) 

CcoiTD 

(Col.  6) 

(Col.  7) 

54-55 

Aug. 

34.03 

34.59 

0.56 

XX 

XX 

Sept. 

34.03 

34.99 

N 

.96 

XX 

XX 

Oct. 

34.03 

34.90 

S  0 

N 

.87 

XX 

XX 

Nov. 

34.03 

34.43 

A 

P  0 

.40 

XX 

XX 

Dec. 

34.03 

34.64 

L 

I 

.61 

XX 

XX 

Jan. 

34.03 

34.78 

P  E 

P  K 

.75 

XX 

XX 

Feb. 

34.03 

34.88 

R  S 

R 

.85 

XX 

XX 

Mar. 

34.03 

34.33 

0 

0 

.30 

XX 

XX 

Apr. 

34.03 

34.31 

G 

G 

.28 

XX 

XX 

I-iiy 

34.03 

34.80 

R 

R 

.77 

XX 

XX 

June 

34.03 

34.99 

A 

A 

.96 

XX 

XX 

July 

34.03 

34.82 

M 

M 

.79 

XX 

XX 

55-56 

Aug. 

34.55 

34.71 

XX 

0.16 

XX 

XX 

Sept. 

34.55 

34.08 

XX 

-0.47 

XX 

XX 

Oct. 

34.55 

33.95 

XX 

N 

-0.60 

XX 

XX 

Nov. 

34.55 

34.59 

XX 

P  0 

0.04 

XX 

XX 

Dec. 

34.55 

34.56 

XX 

P  I 

.01 

XX 

XX 

Jan.  3  / 

34.55 

34.92 

26.81 

R  K 

.37 

8.11 

XX 

Feb.  3_/ 

34.55 

35.95 

26.81 

0 

l.i+o 

9.14 

XX 

Mar. 

34.55 

36.20 

XX 

G 

1.65 

XX 

XX 

Apr. 

34.55 

36.17 

XX 

R 

1.62 

XX 

XX 

Miay 

34.55 

36.12 

XX 

A 

1.57 

XX 

XX 

Jxine 

34.55 

36.16 

XX 

M 

1.61 

^  :  XX 

July 

34.55 

35.05 

XX 

0.50 

XX 

XX 

* 
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Pas is  M 

-1"  at  Average  location 

Ejqport 

Spot  Mkt, 
vs. 

Spot  Mkt. 
Minus 

Spot  Mkt. 
Minus 

NOctg. 

Year 

Support 
Frice  l/ 

4.  per  Ib. 

SlX3t 

Markets 

4  ner  lb. 

Direct  Sales 
Export  ^ 

4  por  lb. 

Payment 

(PIK) 

4  per  lb. 

Support 

Price 

Col. 2-Col. 1 

Direct 

Sales 

C0I.2-C0I.3 

PIK 

Payment 

Col, 2-Col. 4 

(Coini 

(Col.2) 

(0^131 

(Coi.lT) 

(C0I.6) 

(Col.Y) 

~Aui7^ 

32.lh 

32.73 

26.04 

N 

-0.01 

6.69 

XX 

Sept. 

32. 7k 

32.79 

26.18 

0 

.05 

6.61 

XX 

Oct. 

22.7  k 

32.91 

26.26 

P 

.17 

6.65 

XX 

Nov. 

32.7k 

32.91 

26.64 

r 

.17 

6.27 

XX 

Dec. 

22.7k 

32.87 

26.85 

K 

.13 

6.02 

XX 

Jan. 

32.7k 

33.13 

27.04 

P 

.39 

6.09 

XX 

Feb. 

32.7  k 

33.^9 

27.11 

R 

.74 

6,36 

XX 

Nnx. 

32.7k 

33.51+ 

27.31 

0 

.80 

6.23 

XX 

Apr. 

32.7k 

33.59 

27.61 

G 

.85 

5.98 

XX 

Kay 

32.7k 

33.61 

27.70 

R 

.87 

5.91 

XX 

June 

32.7^ 

33.69 

27.70 

A 

.95 

5.99 

XX 

July 

32.7k 

33.71 

27.84 

M 

.91 

5.87 

XX 

19?7-?8 

33.38 

6.13 

Au^. 

32.31 

27.25 

N 

1.07 

XX 

Sept. 

32.31 

32.99 

27.24 

0 

.68 

5.75 

XX 

Oct. 

32.31 

33.29 

27.30 

P 

.98 

5.99 

XX 

Nov, 

32.31 

3I+.O9 

28.00 

I 

1.78 

6.09 

XX 

Dec. 

32.31 

31.64 

28.30 

K 

2.33 

6.34 

XX 

Jan, 

32.31 

34.58 

28.54 

P 

2.27 

6.04 

XX 

Feb. 

32.31 

34.37 

28.37 

R 

2.06 

6.00 

XX 

Mar. 

32.31 

34.29 

28.21 

0 

1.98 

6.08 

XX 

Apr. 

32.31 

34.34 

28.39 

G 

2.03 

5.95 

XX 

May 

32.31 

34.48 

28,60 

R 

2.17 

5.88 

XX 

June 

32.31 

34.56 

28.82 

A 

2.25 

5.74 

XX 

J;ily 

32.31 

34.63 

28.89 

M 

2.32 

5.74 

XX 

ik 
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Spot  Mkt. 

Spot  Mitt. 

Spot  Mkt. 

Basis  M 

-1"  at  Average  Location 

Export 

vs . 

Minus 

Minus 

Mktg. 

Support 

Spot 

Direct  Sales 

Payment 

Support 

Direct 

PIK 

Price  ij 

Markets 

Export  2/ 

(PIK) 

Price 

Sales 

Payment 

Year 

^  per  lb. 

95  per  lb. 

4.  per  lb. 

4  per  lb. 

Col. 2-Col. 1 

Col. 2-Col. 3 

Col. 2-Col. 4 

(Col.l) 

(Col. 2) 

(Col. 3) 

(Col. 4) 

(Col. 5) 

(Col. 6) 

(Col. 7) 

?8-?g 

Aiag. 

35.08 

34.56 

28.50 

6.5 

-  .52 

6.06 

28.06 

3ept . 

35.08 

34.43 

28.41 

6.5 

-  .65 

6.02 

27.93 

Oct. 

35.08 

34.48 

28.72 

6.5 

-  .60 

5.76 

27.98 

Nov. 

35.08 

34.48 

28.70 

6.5 

-  .60 

5.78 

27.98 

Dec. 

35.08 

34.14 

28.49 

6.5 

-  .94 

5.65 

27.64 

Jan. 

35.08 

34.04 

28.41 

6.5 

-  1.04 

5.63 

27.54 

Feb. 

35.08 

34.01 

28.45 

6.5 

-  1.07 

5.56 

27.51 

Mar. 

35.08 

34.10 

28.46 

6.5 

-  .98 

5.64 

27.60 

Apr . 

35.08 

34.29 

28.47 

6.5 

-  .79 

5.82 

27.79 

May 

35.08 

34.35 

28.44 

6.5 

-  -73 

5.91 

27.85 

Jiine 

35.08 

34.25 

28.49 

6.5 

-  .83 

5.76 

27.75 

July 

35.08 

33.28 

28.47 

6.5 

-  .80 

4.81 

26.78 

59-60 

N 

23.66 

Aug. 

3^.10 

31.66 

0 

8.0 

-  2.44 

XX 

Sept. 

3^.10 

31.48 

S 

8.0 

-  2.62 

XX 

23.48 

Oct. 

3^.10 

31.37 

A 

8.0 

-  2.73 

XX 

23.37 

Nov. 

3^.10 

31.32 

L 

8.0 

-  2.78 

XX 

23.32 

Dec . 

3^.10 

31.49 

E 

8.0 

-  2.61 

XX 

23.49 

Jan. 

3'+.10 

31.62 

S 

8.0 

-  2.48 

XX 

23.62 

Feb. 

34.10 

31.72 

P 

8.0 

-  2.38 

XX 

23.72 

Mar . 

34.10 

31.75 

R 

8.0 

-  2.35 

XX 

23.75 

Apr. 

34.10 

31.81 

0 

8.0 

-  2.29 

XX 

23.81 

May 

34.10 

31.89 

G 

8.0 

-  2.21 

XX 

23.89 

June 

34.10 

31.95 

R 

8.0 

-  2.15 

XX 

23.95 

July 

34.10 

31.67 

A 

M 

8.0 

-  2.43 

XX 

23.67 

60-61 

Aug. 

32.42 

30.46 

N 

6.0 

-  1.96 

XX 

24.46 

Sept. 

32.42 

30.23 

0 

6.0 

-  2.19 

XX 

24.23 

Oct. 

32.42 

29.93 

S 

6.0 

-  2.49 

XX 

23.93 

Nov. 

32.42 

29.90 

A 

6.0 

-  2.52 

XX 

23.90 

Dec . 

32.42 

29.87 

L 

6.0 

-  2.55 

XX 

23.87 

Jan. 

32.42 

29.85 

P  E 

6.0 

-  2.57 

XX 

23.85 

Feb. 

32.42 

30.12 

R  S 

6.0 

-  2.30 

XX 

24.12 

Mar . 

32.42 

30.78 

0 

6.0 

-  1.64 

XX 

24.78 

Apr. 

32.42 

31.12 

G 

6.0 

-  1.30 

XX 

25.12 

May 

32.42 

31.51 

R 

6.0 

-  .91 

XX 

25.51 

June 

32.42 

31.93 

A 

6.0 

-  .49 

XX 

25.93 

July 

32.42 

32.36 

M 

6 .0 

.06 

XX 

26.36 

f 
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Basis  M 

-1"  at  Average  Location 

Export 

Spot  JUit. 
vs . 

Spot  Ml-tt. 
Minus 

Spot  Mkt. 
Minus 

Mktg. 

Year 

Support 
Price  ny 
per  lb. 

Spot 
Markets 
d  per  lb. 

Direct  Sales 
Export  2/ 

4  per  lb. 

Payment 

(PIK) 

4  per  lb. 

Support 

Price 

Col. 2-Col. 1 

Direct 

Sales 

Col. 2-Col. 3 

PIK 

Payment 
Col. 2-Col. 4 

(Col.l) 

(Col. 2) 

CO 

1 — i 

0 

0 

(Col.4) 

(Col. 5) 

C'CoT^' 

0 

0 

H 

• 

61-62 

i'ug. 

33.04 

32.81 

N 

8.5 

-  .23 

XX 

24.31 

Sept. 

33.04 

33.08 

0 

8.5 

-  .04 

XX 

24.58 

Oct . 

33.04 

33.29 

S 

8.5 

.25 

XX 

24.79 

Nov. 

33.04 

33.29 

A 

8.5 

.25 

XX 

24.79 

Dec. 

33.04 

33.26 

L 

8.5 

.22 

XX 

24.76 

Jan. 

33.04 

33.30 

P  E 

8.5 

.26 

XX 

24.80 

Feb. 

33.04 

33.36 

R  S 

8.5 

.32 

XX 

24.86 

Mar . 

33.04 

33.45 

0 

8.5 

.41 

XX 

24.95 

Apr. 

33.04 

33.55 

G 

8.5 

.51 

XX 

25.05 

May 

33.04 

33.58 

R 

8.5 

.54 

XX 

25.08 

Jvme 

33.04 

33.79 

A 

8.5 

.75 

XX 

25.29 

July 

33.04 

33.68 

M 

8.5 

.64 

XX 

25.18 

62-63 

.64 

24. 61 

Aug. 

32.47 

33.11 

N 

8.5 

XX 

Sept. 

32.47 

32.77 

0 

8.5 

.30 

XX 

24.27 

Oct. 

32.47 

32.76 

s 

8.5 

.29 

XX 

24.26 

Nov. 

32.47 

32.73 

A 

8.5 

.26 

XX 

24.23 

Dec . 

32.47 

32.88 

L 

8.5 

.41 

XX 

24.38 

Jan. 

32.47 

33.17 

P  E 

8.5 

.70 

XX 

24.67 

Feb. 

32.47 

33.50 

R  S 

8.5 

1.03 

XX 

25.00 

Mar. 

32.47 

33.79 

0 

8.5 

1.32 

XX 

25.29 

Apr . 

32.47 

33.86 

G 

8.5 

1.39 

XX 

25.36 

May 

32.47 

33.88 

R 

8.5 

1.4l 

XX 

25.38 

Jime 

32.47 

33.66 

A 

8.5 

1.19 

XX 

25.16 

July 

32.47 

33.18 

M 

8.5 

.71 

XX 

24.68 

63-64 

Axog. 

32.47 

32.92 

24.12 

8.5 

.45 

8.80 

24.42 

Sept. 

32.47 

32.84 

24.08 

8.5 

.37 

8.76 

24.34 

Oct. 

32.47 

32.83 

24.15 

8.5 

.36 

8.68 

24.33 

Nov. 

32.47 

32.86 

24.12 

8.5 

.39 

8.74 

24.36 

Dec. 

32.47 

32.90 

24.08 

8.5 

.43 

8.82 

24.40 

Jan. 

32.47 

32.97 

24.05 

8.5 

.50 

8.92 

24.47 

Feb. 

32.47 

33.05 

24.07 

8.5 

.58 

8.98 

24.55 

Mar. 

32.47 

33.13 

24.06 

8.5 

.66 

9.07 

24.63 

Apr. 

32.47 

33.16 

24.06 

8.5 

.69 

9.10 

24.66 

May 

32.47 

33.12 

24.05 

8.5 

.65 

9.07 

24.62 

June 

32.47 

33.02 

24.05 

8.5 

.55 

8.97 

24.52 

July 

32.47 

32.32 

24.03 

8.5 

.15 

8.29 

23.82 

k 
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Basis  M 

-1"  at  Average  Location 

Export 

Spot  Mkt. 
vs . 

Spot  Mlct. 
Minus 

Spot  Mkt. 
Minxis 

Mktg. 

Yean 

Support 
Price  '\J 
(f>  per  lb. 

Spot 

Markets 

6  per  lb. 

Direct  Sales 
Export  2/ 

(ji  per  lb. 

Payment 

(PIK) 

55  per  lb. 

Support 

Price 

Col. 2-Col. 1 

Direct 

Sales 

Col. 2-Col. 3 

PIK 

Payment 
Col. 2 -Col. 4 

(Col.l) 

(Col.2j 

(Col. 3) 

(Col. 4) 

(Col. 5) 

(Col.b  J 

CCol.7)~ 

64-65 

Aug. 

Sept. 

30.00 

30.00 

31.00 

30.47 

24.14 

6.5 

M 

6.33 

23.97 

Oct. 

30.00 

30.38 

24.26 

6.5 

.38 

6.12 

23.88 

Nov. 

30.00 

30.38 

24.34 

6.5 

.38 

6.o4 

23.88 

Dec . 

30.00 

30.37 

24.43 

6.5 

.37 

5.9^ 

23.87 

Jan. 

30.00 

30.36 

24.56 

6.5 

.36 

5.80 

23.86 

Feb. 

30.00 

30.43 

24.63 

6.5 

5.80 

23.93 

\J  For  1959“60  I96O-6I  price  is  for  choice  A  Plan  only. 

^  1963-6^  does  not  include  price  at  vhich  CCC  sold  its 

equity,  in  I963  crop  loan.  Represents  only  sales  made  for  the  month  under  the 
designated  marketing  year  program. 

Special  1  million  bale  program. 
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